


yore. 


SMODERN MANAGEMENT — 
“FOR THE CITY OF NEW YORK 


‘Volume | 


eo 
fo 3 of 
ae + 


Pe 
iS, 


essere 


Report of the 
Mayors Lommittee on 
Management Survey 





ROYAL SANITARY INSTITUTE 


Founpvep 1876 


To Promore THE HEALTH OF THE PEOPLE 
LIBRARY REGULATIONS 


(a) Books, periodicals and pamphlets may be borrowed by Fellows, 
Ordinary Members and Associates personally or by a messenger producing 
a written order. The person to whom such publications are delivered 
shall sign a receipt for them in a book provided for that purpose 


(b) Publications may be borrowed through the post, or by other means 
of carriage, upon a written order. The postage or carriage of publications 
returned to the Institute shall be defrayed by the borrower. 


(c) A borrower may not have more than three publications in his 
possession at one time. 


(d) A borrower will be considered liable for the value of any publica- 
tion lost or damaged while on loan to him, and, if it be a single volume or 
part of a set, for the value of the whole work thereby rendered imperfect. 
Marking or writing in the publications is not permitted, and borrowers are 
requested to call attention to damage of this character. 


(e) Books and pamphlets may be retained for twenty-eight days. 
Periodicals may be retained for fourteen days. Applications for extension 
of the loan period must be made in writing before its expiry. No publica- 
tion may be kept longer than three months. 


(f) Books and pamphlets added to the library will not be lent until 
after the expiry of one month from the date received. The current 
number of a periodical may not be borrowed. 


(g) Borrowers retaining publications longer than the time specified, and 
neglecting to return them when demanded, forfeit the right to borrow until 
they be returned, and for such further time as may be ordered. 


Any borrower failing to comply with a request for the return of a 
publication shall be considered liable for the cost of replacing it, and the 
Council may, after giving due notice to him, order it to be replaced at his 
expense. 


No publication may be reissued to the same borrower until at least 
seven days have elapsed after its return, neither may it be transferred by 
one borrower to another. 


(h) Publications may not be taken or sent out of the United Kingdom. 


(i) Publications returned through the post must be securely packed in 
a box or otherwise adequately protected. 


(j) The Library may be used for reference by Fellows, Ordinary 
Members and Associates during the office hours of the Institute. 


(k) Parcels should be addressed : 
Tue Royat Sanrrary INsTITUTE, 
90, BucxincHam Patrace Roap, 


Lonpon, S.W.1. 


1000/52 


WONKHUNONNLL 


Med 
K23612 


THE ROYAL SANITARY INSTITUTE LIBRARY 
90, Buckingham Palace Road, London, S.W.I. 


Class No. Rocf a Acc. no. $4ot6 


This book is returnable on or before the last date Marked below 





MODERN MANAGEMENT 
FOR THE CITY OF NEW YORK 


Volume | 


Report of the 
Mayors Committee on 
Management Survey 





MAYOR'S COMMITTEE ON MANAGEMENT SURVEY 
OF THE CITY OF NEW YORK 





March 50, 1953 


The Hon. Vincent R. Impellitteri 
Mayor of the City of New York 
City Halt 

New York, New York 


Dear Mr. Mayor: 

I submit herewith the final Report of 
your Committee on Management Survey in 
accordance with the vote of the Committee. 


Respectfully submitted, 


We, 


Comptroller 
Chairman of the Committee 


lil 









| WELLCOME INSTITUTE | 


| LIBRARY 


WelMOmec 
ot ea 
Ino | INA | 





ASSIGNMENT OF THE MAYOR’S COMMITTEE 
ON MANAGEMENT SURVEY 


Resolution (Cal. 253) adopted by the Board of Estimate, City of New 
York, on February 28, 1950 


Whereas, The Mayor has appointed a special committee to conduct 
a comprehensive survey of all City departments and agencies, the 
Board of Education, and the Board of Transportation, in an effort to 
achieve the greatest amount of efficiency and economy possible, con- 
sistent with the maintenance of adequate public services by the City; 
therefore, be it 


Resolved, That said committee is hereby authorized to direct and 
supervise the studies and activities necessary for the conduct of the 
aforesaid survey and is further authorized to employ an executive 
director and independent experts of nation-wide repute in the field of 
public administration, provided however, that any contract or contracts 
for hiring such expert professional assistance be subject to the approval 
of the Board of Estimate, and be it further 


Resolved, That the said committee be a permanent one, vested with 
authority to receive all surveys and studies made under its direction, 
analyze them, and submit its recommendations thereon to the Board 
of Estimate. 


Statement of the Mayor to the assembled commissioners and heads 
of City agencies in the Board of Estimate Chamber, City Halli, on 
February 27, 1950 


The specific duties and status of the Committee are defined as 
follows: 


(1) The Committee is to drive forward with a comprehensive 
management survey of the work, organization, fiscal problems, and 
intergovernmental relations of the City of New York. 


(2) The objective shall be efficiency and economy consistent with 
good service and effective self-government. 


(3) Remembering that the Greater City is now half a century 
old, the Committee is to look forward to the requirements and stand- 
ards for the next fifty years. 


(4) The surveys of the Committee and its program are to be 
brought to a head within about two years so that prompt, effective 
action may follow. 


(5) Finally, the Committee is “uninstructed” and “unpledged.”’ 


Digitized by the Internet Archive — 
in 2021 with funding from 
Wellcome Library 


https://archive.org/details/o321/8232 0002 | 


PREFACE 


The Mayor’s Committee on Manage- 
ment Survey was appointed by Mayor 
William O’Dwyer on January 10, 1950, 
to undertake a general management 
survey of the government of the City 
and of its problems of taxation and 
finance. This step was planned as one 
aspect of the management improvement 
program initiated by the Mayor late in 
1946, and in fulfillment also of the sug- 
gestion of eleven civic agencies, pre- 
sented jointly to the Mayor in July, 
1948, urging the need of a comprehen- 
Sive fiscal study. 


On the resignation of Mayor O’Dwyer 
in August, 1950, he and his successor, 
Mayor Vincent R. Impellitteri, called 
the Committee into special session to 
effect the required transition and to 
establish a firm basis for a continued 
relationship of co-operation between the 
Mayor and the Committee. 


The Committee organized itself on 
January 16, 1950, with Comptroller 
Lazarus Joseph as Chairman, Saul Levy 
as Vice-Chairman, and Benjamin Field- 
ing as Secretary of the Committee. At 
this meeting it was agreed that selected 
major problem areas of management 
should be identified and examined not 
so much from the standpoint of descrip- 
tion as for the purpose of presenting 
practical suggestions for the major 
changes which are now called for on a 
City-wide basis to take advantage of 
modern methods in the administration 
of the City and thus to meet the require- 
ments of the future. 


Accordingly, at a meeting on March 
7, 1950, the following general outline 
of the survey program as recommended 
by the Subcommittee on Scope, Plan 
and Procedure was adopted: 


(1) Study of the over-all financial 
problem 


(2) Study of the administrative 
structure of the City 


(3) Surveys of specific depart- 
ments as follows: 


(a) Education 

(b) Welfare 

(c) Health 

(d) Hospitals 

(e) Police 

(f) Fire 

(zg) Sanitation 

(h) Transportation 
(4) Study of other specific prob- 

lems, which were subsequently de- 
fined as: 

(a) Records management 

(b) Civil Service examination 
and recruitment 

(c) Pensions 

(d) Inspection and licensing 

(e) Fuel use 

(f) Office mechanization 

(gz) General review of personnel 
administration 

(h) General review of economy 
opportunities 

(i) Career and salary plan 

(j) Water supply... 

The two final items in this list were 
added to the assignment of the Com- 
mittee on March 24 and April 10 by 
vote of the Committee, on request of 
the Mayor. 


For executive director the Committee 
selected Dr. Luther Gulick, President 
of the Institute of Public Administra- 
tion, of New York. Dr. Gulick opened 
the office of the Committee on March 
1, 1950, and appointed Carl Heyel as 
his chief management assistant, Leon 
Leighton as special counsel, Dr. J. B. 
Maller as chief statistician and research 
associate, and Miss Mary Larkin as 
office manager. Additional staff mem- 


bers were appointed from time to time 
as the occasion demanded. 


The Committee made provision for 
the appointment by the Chairman of 
nine subcommittees, with the member- 
ship and assignments stated in the fol- 
lowing pages. During the course of the 
work these subcommittees have held 156 
formal meetings and, in addition, many 
informal discussions and conferences. 

The Mayor’s Committee on Manage- 
ment Survey itself has held 57 meetings 
through December, 1952, several public 
hearings, and numerous conferences 
with public officials and selected groups 
of survey: consultants. 


Two all-day civic conferences were 
held—one on the health and hospital 
surveys, and one on the education man- 
agement survey. The former was called 
with the co-operation of the New York 
Academy of Medicine and was attended 
by over 100 professional and lay leaders 
in the public health and hospital fields, 
including the State Commissioner of 
Health and _ representatives of the 
United States Public Health Service. 
The second conference, held in the 
Board Room of the Board of Education 
and attended by 120 delegates including 
State and Federal representatives, was 
sponsored jointly by the Committee and 
the following civic groups concerned 
with education: Citizens Budget Com- 
mission, Citizens Committee on Chil- 
dren, Citizens Union, League of Women 
Voters, Public Education Association, 
Queensboro Federation of Mothers’ 
Clubs, United Parents Association, and 
the Women’s City Club. 


A number of technical conferences 
were arranged, designed to bring about 
co-ordination between consultants 
whose assignments were interrelated 
and to bring to the service of the 
Mayor’s Committee on Management 


Survey the suggestions of Federal and 
State administrators and experts and 
of other well informed technicians. A 
notable all-day conference of this char- 
acter was arranged in connection with 
the examination of the medical services 
within the Welfare Department as a 
part of the health survey. Members of 
the Committee attended several of these 
conferences as well. 


Responsibility for organizing each 
major study under the survey program 
rested with the Executive Director, who 
also selected the consultants to whom 


the individual surveys were entrusted, 


subject to the approval of the subcom- 
mittee concerned and of the Committee. 
Where appropriate, competitive bids 
were received. In all cases the proposed 
specifications for the management study 
and a specific contract with the con- 
sultants selected were submitted to and 
approved by the Board of Estimate, 
which appropriated the funds required 
for each contract. In every case the 
recommendations of Dr. Gulick and of 


the Committee were approved as sub: 
mitted. 


The appropriations for the work of 


the Committee thus totaled $2,196,250. 
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Of this, $285,500 was for the Head- 
quarters Staff, and the remainder was 
for the various management survey con- 
tracts. Additional appropriations aggre- 
gating $25,000 for special items incident 
to the work of the Mayor’s Committee 
on Management Survey were made 
available through the office of the Direc- 
tor of the Budget. The members of the 
Committee, including its officers, served 
without compensation. The amounts 
appropriated for each of the major 
surveys is shown in Appendix D. Vol- 
ume II of this Report. 


The final Report of the Mayor’s 
Committee on Management Survey is 


presented in two volumes. Certain con- 
clusions stated in this Report were filed 
with the Mayor in the form of “Action 
Documents” during 1951 and 1952 be- 
cause of the urgency of the matters 
dealt with and the need of early action 
by the City. This material is restated 
in the closing sections of the various 
chapters of Volume II, which was pre- 
pared under the direction of Carl Heyel. 


The official position of the Committee 
is confined to the material stated in its 
own Report. This includes Volume I 
and the “Action of the Committee” 
statements in Volume II. Where mem- 
bers of the Committee felt that their 
position was at variance with that of 
the majority, they were accorded an 
opportunity to set forth their differ- 
ences or their views in statements which 
appear in the Appendix to this volume 
and at the end of certain chapters in 
Volume II. Technical studies were made 
by various consultants and experts re- 
tained by the Committee. These consult- 
ants made Reports to the Committee. 
The Committee has provided for their 
publication in 94 additional volumes, 
which are listed in Chapter I, Volume II 
of this Report. This was done in the 
thought that the material will prove 
of value to the appropriate departments 
of the City and to the public. In doing 
this, the Committee does not assume 
any responsibility for any of the state- 
ments made in the consultants’ Reports 
except to the extent that such state- 
ments or conclusions based thereon are 
specifically incorporated in the conclu- 
sions and recommendations of the Com- 
mittee. 


Incident to the review of the pro- 
posed classification and pay program, 
the Committee with the approval of the 
Mayor set up a Formal Hearings Board. 
This Board, under the chairmanship of 
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Thomas V. Tozzi, held hearings on 14 
days and took 1904 pages of testimony. 
Through these extensive hearings the 
Committee received much valued assis- 
tance both from the employees of the 
City and the officers of their associa- 
tions and unions and from the inter- 
ested civic and professional bodies. 


The major purpose of the manage- 
ment survey is the securing of good 
management, which will bring in its 
wake those economies arising from the 
best use of men, materials, and time in 
getting the work of the City govern- 
ment done. In many cases we call for 
increased expenditures immediately, so 
that true economies may be achieved 
later as a harvest from good manage- 
ment. 


This Committee was not engaged in 
searching out individual cases of mal- 
feasance, which is the responsibility 
of the Commissioner of Investigation. 
However, it is expected that the man- 
agement improvements suggested will 
provide a greater measure of super- 
vision and control, which in turn would 
contribute largely to preventing indi- 
vidual cases of malfeasance. 


The Committee wishes to acknowl- 
edge the unfailing support it has re- 
ceived from the Mayor and the Board 
of Estimate in this important project. 
In accordance with a directive from 
the Mayor, this Committee and its 
Headquarters Staff have received ex- 
cellent co-operation from most of the 
City departments and agencies, although 
many of our requests have necessarily 
come at times which were most incon- 
venient to the departments. 


The members of the Committee, 
except for the Chairman, have voted 
unanimously to acknowledge the un- 
usual services rendered by the Comp- 


troller as Chairman of the Committee. 
In many ways this was a difficult as- 
signment for any elected official. The 
task has been time-consuming, inevita- 
bly controversial at some points, and 
at times charged with political implica- 
tions. Through all this work and debate 
the Chairman has been patient, impar- 
tial, wise in his counsel and courageous 
in his action. This has been especially 
notable where his own department was 
concerned. As is appropriate, the Comp- 
troller has refrained from voting in 
Committee on a number of matters on 
which he would vote subsequently in 
the Board of Estimate. However, this 
policy has not deprived the Committee 
of the extraordinary service which the 
Comptroller has contributed as Chair- 
man of the Mayor’s Committee on Man- 
agement Survey. 


No member of the Committee has 
made a greater contribution than Vice- 
Chairman Saul Levy. Although a busy 
professional man, he has at great per- 
sonal sacrifice given unstintingly of his 
time, energy, and leadership, particu- 
larly to the planning of the survey 
program and to the subsequent deter- 
mination of important matters of policy. 


The Committee wishes to record its 
indebtedness to its Executive Director, 
Luther Gulick, and his associates in the 
Headquarters Staff of the Committee, 
particularly Carl Heyel and Leon 


Leighton. The Institute of Public Ad- 
ministration has rendered a _ distinct 
service to the City not only in making 
Dr. Gulick available for this exacting 
assignment but also in many other 
ways. Not only did Dr. Gulick effectively 
discharge the executive functions in- 
volved in carrying forward the day to 
day conduct and direction of the survey, 
he was also able to make an invaluable 
contribution in the dual role of technical 
expert by reason of his outstanding 
qualifications as an authority in the 
fields of public administration and mu- 


nicipal government. 


The Mayor’s Committee on Manage- 
ment Survey does not expect an imme- 
diate and unanimous endorsement of all 
of the findings and recommendations 
contained in these voluminous Reports; 
but the Committee does hope that the 
labors of this Committee and of the 
many senior management consultants 
who were mobilized for this work, 
chiefly from private business, will in 
fact aid in the modernization of the 
management of this City, and that the 
results will justify the civic hopes, the 
professional efforts, and the appropria- 
tions which have been invested in this 
management survey. 

We believe that good management is 
worth the effort and that its attainment . 
will give every citizen of New York City 
better service and a new sense of pride 
in his own local government. 


MEMBERS OF THE MAYOR’S COMMITTEE 
ON MANAGEMENT SURVEY 
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NOTE: This abbreviated list of major official and other connections of the members of the Committee is presented 
here as a service especially to readers of this Report in other communities. 
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CHAPTER I 


General Findings 


The City of New York has outgrown 
its City management. As a result of 
continuing a system of governmental 
management which was developed piece- 
meal through the years when the City 
was smaller and the work of govern- 
ment was far less extensive, we now 
have a system for managing public 
affairs in New York City which is in- 
adequate and therefore inefficient for 
the work to be done. 


In the following pages we present 
eleven major findings which point up 
the shortcomings of New York City’s 
management system, and we give two 
reasons for our belief that these man- 
agement failings can be wiped out. 


(1) Lack of Adequate Top and 
Middle Management 


The management studies made under 
our direction have given instance after 
instance of departments in which things 
have gone wrong, where there is evi- 
dence of waste and mismanagement, or 
where matters have been handled badly 
or without adequate supervision. In 
most departments the major cause for 

the difficulties cited has been found in 


the lack of top and middle management. 
The consultants have suggested that the 
problem could even now be cured in 
large measure by providing from three 
to five new top management posts di- 
rectly under each departmental head, 
where they do not already exist, and by 
appointing to these posts men of proven 
administrative ability and experience. 
What New York needs is more and 
better top and middle management. 


This need begins at the very top. No 
department can rise above the compe- 
tence, experience, devotion, and leader- 
ship qualities of the appointed commis- 
sioner. We cannot emphasize this too 
strongly. But even the ablest commis- 
sioner under the present system is 
serlously handicapped for lack of a top 
management team, directly under his 
supervision, to help him manage and 
lead his department. 


As it now stands, the City govern- 
ment does not have enough manpower 
of the requisite experience and author- 
ity to give central direction and co- 
ordination to the multifarious functions 
of the City or, within most departments, 
to manage those departments. It is pre- 
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cisely these qualities which are given to 
any large enterprise by the best caliber 
of top and middle management. 


This statement of cold fact is not a 
criticism of the Mayor, the Comptroller, 
the Board of Estimate, or of the City 
Council. They would be the first to ad- 
mit that the work to be done has out- 
grown the management machinery we 
have. They are swamped with the pres- 
ent tasks; they work long hours and 
are forced to deal with almost every- 
thing on a crisis basis. 


Because of this failure to have enough 
top and middle managerial assistance, 
many commissioners and other depart- 
ment heads find themselves bogged 
down, struggling with jobs which they 
can’t finish, issuing orders which don’t 
get carried out, and hitting their heads 
against what appears to be an insuper- 
able stone wall in budget and person- 
nel problems. On their side, the Budget 
Director and the Civil Service Com- 
mission are valiantly striving to do 


their assigned work against great ob- © 


stacles, which have come into being 
partly because our management sys- 
tems for budget and personnel are in- 
adequate, but also because the lack of 
top management in the departments 
throws work that belongs there back 
onto the budget and the Civil Service 
agencies. 


The end result is frequently frustra- 
tion and low morale, the neglect of 
many difficulties until they are emer- 
gencies, and the growing feeling of 
many of the best workers of “what's 
the use.” Under these conditions the 
backlog of work will not be removed 
merely by increasing personnel budgets 
and employing more men at the oper- 
ating level. More men will simply get 
in each other’s way. 


An excellent illustration of the quick 
and spectacular improvement which can 
be made by bringing in able top man- 
agement arose while our consultants 
were at work on the school system. 
When it was found that school con- 
struction was hopelessly bogged down, 
the Superintendent of Schools was au- 
thorized to appoint one man with top 
management ability and experience to 
get things moving, in line with the rec- 
ommendations of the Strayer-Yavner 
Report and the report of Lieutenant 
Governor Moore’s commission on 


‘schools. With this single change and 


the events which it brought in its train, 
school construction was promptly moved 
into high gear, and not less than $3.6 
million was saved in the school con- 
struction program for the single year 
1952. How? By the introduction of able, 
experienced, and vigorous management. 
That is what New York City needs in 
some 100 key spots. 


In department after department the 
outside management experts have come 
back to us and reported: “We are 
amazed by the fine quality of ability 
and devotion buried away in the agen- 
cies we have been surveying. We don’t 
see how the City gets men like that to 
work under these discouraging condi- — 
tions, at these low salaries!’’ Most of 
these fine public servants are techni- 
cians—professionals in law, accounting, 
engineering, education, health, medi- 
cine, the sciences, social work, and the 
various services that have to build their 
own professions in the public service. 
Only a very few are found in general 
administration and management. What 
the Mayor’s Committee on Management 
Survey wants is to strengthen this 
group of able, energetic, and experi- 
enced managers. If the City can find, 
employ, and put to work not less than 
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one hundred men and women of top 
management ability in the next five 
years, this almost alone will completely 
revolutionize and modernize the govern- 
ment of this City. 


(2) Lack of Incentives for Good 
Management and Economy 


New York City in common with most 
other governments does a great deal 
to discourage, and not enough to en- 
courage good management and hard 
work. Accordingly, it is our second find- 
ing that there are no adequate incen- 
tives for efficiency and economy, and 
few incentives for good work. 


New York City, with its now unneces- 
sary Lyons Law and its low scale of 
pay for top professional and managerial 
posts, has not in recent years brought 
in enough new blood at top levels to 
stimulate and activate its public service. 


Nonetheless, some of the very top 
administrators get public recognition 
for outstanding work accomplished, but 
even they feel that they get more unfair 
criticism than praise for good work 
done. We find that this is often true. 
And we find that the people down the 
line get no recognition except in very 
rare circumstances. They are almost 
never singled out except for criticism 
and blame. While merit increases are 
given, and cash awards are made under 
the new awards plan, public recognition 
of outstanding achievement is seldom 
accorded, except in the case of awards 
for valor to police and firemen. Students 
of personnel administration all advise 
us that recognition of the dignity of a 
job is a very important consideration 
with many people. The City, probably 
because it has become such a large im- 
personal organization, has not done as 
much along these lines as it could have 
done. Moreover, employees are seldom 


encouraged to take part in national pro- 
fessional societies and _ gatherings, 
where they would not only benefit from 
such professional contacts, but would 
receive the professional recognition 
they deserve. 


Under the present system the top 
executives and the supervisors at each 
level of work have little or no influence 
on the salary rates or pay system of the 
City. They cannot use pay adjustments 
as an incentive or as a recognition for 
good or bad service. Consequently, City 
employees do not look for salary in- 
creases by producing more or by giving 
more vigorous support to the programs 
of their departments. 


When there is added to these factors 
all the frustration that is the experience 
of top and middle management, it is 
painfully clear that, the way we run the 
government of New York City now, 
there are no adequate incentives for effi- 
ciency, economy, and good management. 


With this general lack of incentives, 
who is there in the government of the 
City of New York who has any deep 
concern for efficiency and economy and 
for keeping public expenditures within 
the capacity of the City to pay? We 
have found a few. But most commis- 
sioners run their departments and their 
budgets with a fierce competitive drive 
for increased programs, increased man- 
power, more equipment and buildings, 
and greater budgets. Their immediate 
response when economies are suggested 
is, “You are crazy ... nothing can be 
saved.” It is not too much to say that 
there is no general, effective desire to 
economize, while there is every desire 
to expand and push up the costs of run- 
ning the business of the City. There are 
exceptions, but they are few and far 
between. The famous commissioners are 
not frugal administrators; they are big 
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spenders. Their effort at economy may 
give us more service for the same 
money; it will not give us less expense 
or fewer activities. 


In presenting this finding, we are not 
condemning the enthusiasm of the com- 
missioners for their work. Each com- 
missioner or other department head is 
understandably concerned primarily 
with the accomplishments of his own 
department, and frequently he does not 
see the picture of the City as a whole. 
This devotion to one’s own department 
is characteristic within many large pri- 
vate industries as well. However, in 
their case the profit motive, vigorously 
pressed by top management and the 
board of directors, prevents any one 
department head from spending more 
than is justified by the value of what 
he contributes to the entire enterprise. 
And what is more, in business the ac- 
counts are set up to reflect this contri- 
bution as far as that is possible. 


No such control exists in the case of 
a governmental enterprise. The depart- 
ment head is ordinarily judged not by 
how much it costs to run his depart- 
ment, but by what services he renders 
to the public. It is natural for the Police 
Commissioner to want to give the maxi- 
mum possible protection to the public; 
for the Commissioner of Hospitals to 
want to open and keep in operation all 
the hospitals necessary to take care of 
the sick; for the Superintendent of 
Schools to keep the classes as small as 
is consistent with the best pedagogical 
standards, to pay his teachers well, and 
to keep his school buildings in good 
repair. 


We charge this situation to a manage- 
ment system that fails to provide incen- 
tives for economy, a feeling of team- 
work for effective action throughout the 
City, or a strong chain of command 


from the top down, which binds closely 
together those who are eager for effi- 
ciency and economy because they must 
take the blame for taxes with those who 
push up the costs because they are 
enthusiastic about their work. 


(3) Tardy Attention to 
Major Problems 


The third great cause of New York’s 
inefficient management today is the fail- 
ure to deal with the City’s major prob- 
lems well in advance of the develop- 


ment of crisis conditions. 


In this we are not discussing matters 
of political policy, although these have 
a way of getting involved in manage- 
ment. We are talking about matters of 
administration, such as attention to 
salaries of employees, departmental 
interrelations, property use and main- 
tenance, fiscal management and the 
development of plans for taxation and 
revenues, and budget and personnel 
problems. 


When problems of this sort are al- 
lowed to drift, each into its own crisis, 
it becomes extremely difficult to find 
solutions that can be fitted one into the 
other. For example, reductions in the 
work force as a result of management. — 
economies, which are being effected 
simultaneously with the introduction of 
the 40 hour week, should be pressed 
intensively in order to absorb as much 
as possible the increased cost of the 
reduced work week, and payroll pro- 
cedure should be changed at the same 
time that pay increases are being intro- 
duced. Through such dovetailing of 
management changes, improvements 
can be made without creating hard- 
ships, and with a minimum of proce- 
dural difficulty. Such co-ordination does 
not come by accident; it comes only as 
the result of a planned program of 
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management improvement and an ad- 
vance handling of problems. 


The failure to deal with many of 
these management problems compre- 
hensively in advance arises, we are con- 
vinced, partly because of the lack of 
optimal top and middle management, 
referred to above, and partly because 
municipal politics tends to look at things 
from too short a perspective. Good man- 
agement requires more attention to the 
long-run effects of action and inaction 
than has been given to management 
problems in New York City thus far. 


(4) Expansion of City Activities 
Over the past 30 years, Haig and 
Shoup have shown in their long-range 
survey of City finances, that the ex- 
penses of the City have grown about 
50 percent from the increasing costs 
of old services and the increase in popu- 
lation, and about 50 percent from the 
addition of new functions. This is an 
important observation, worth noting 
when we are confronted by a serious 
lack of revenues to carry on the govern- 
ment. The City would not be in its pres- 
ent financial difficulties if we had not 
greatly expanded the services rendered 
by the City during the past 30 years. 
This is not to say that many of those 
services were not needed or desired by 
the voters; it is simply to say that we 
have expanded the services, which we 
want, without expanding the taxes, 
which we do not like. This practice of 
raising costs without raising revenues 
to match them is bad business. Any 
private enterprise which resorted to 
this would soon be bankrupt and liqui- 
dated. Such a practice in government is 
not only bad management in itself, but 
it is politically irresponsible. This is our 
fourth major management finding. 
Why do political leaders during the 
elections tend to make promises for new 


and attractive services, salary in- 
creases, and pension changes for which 
no money is available? Why do depart- 
ments continually start without specific 
authorization new activities which will 
require large and growing appropria- 
tions later on? Why does the Board of 
Estimate vote to build a hospital or 
other institution without a realistic 
and responsible consideration of what 
will be required to run that institution 
when it is opened? Why does a depart- 
ment start giving a special service with- 
out determining what that activity will 
grow into in future years? Why do 
“special pleaders” press for special 
favors, which they know the City can- 
not afford? Why does the public allow 
these things to go on, when they know 
perfectly well that services don’t come 
for nothing and must be paid for in the 
end? The answer to all these questions 
is the same: we all like to do things, be 
“progressive,” “give the public the 
service to which it is entitled,” and 
“make New York a better place in 
which to live.” But nobody wants to 
face the tax music! So we decide to 
spend and expand and face up to the 
sad news later on in the sweet by- 
and-by. 

Aggravated by inflation, this danger- 
ous business practice of extending ac- 
tivities and services without extending 
the revenues has now caught up with 
us. Our program is too ambitious for 
our resources; we are carrying many 
activities at levels of service which the 
public has never agreed to pay for; and 
so we have taxes and other revenues 
which cannot be stretched to cover the 
obligations which have been assumed. 


(5) Outgrown Personnel 
Administration 


Our fifth major finding is that New 
York City has outgrown its Civil Serv- 
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ice system. The situation is now so 
serious that many City commissioners 
regard “Civil Service’ as their greatest 
single handicap in getting their work 
done. This is an extraordinary and 
tragic situation because the public looks 
on Civil Service as its one protection 
against the “spoils system,” and the 
employees look on Civil Service as their 
one guarantee of career opportunities in 
a profession which they have entered 
through competitive examination. 


In spite of the noble purposes of our 
Civil Service system, the citizens of 
New York City can no longer overlook 
the facts. The traditional system is now 
so outgrown that it defeats its own 
objectives. The job is too big and too 
complicated to be done the way we are 
going at it now. As a result, what we 
now call “the Civil Service System’ 
stands in the way of a real merit sys- 
tem, discourages careers in the public 
service, gives us a high turnover, turns 
the probation system into a dead letter, 
makes it harder and harder to get top 
quality, fills too many jobs with provi- 
sionals, keeps the departments waiting 
too long for their needed people and the 
selected people too long for their ap- 
pointments, and gives us no proper 
handling of the salary and pension 
problem. 


The failure to classify positions and 
establish consistent and appropriate 
salary ranges has not only undermined 
the whole merit system, but it has di- 
verted much competent personnel to 
competing public and private service, 
necessitated the hiring of many provi- 
sionals, and thus reduced the attrac- 
tiveness of the City’s public service for 
the rising generation. 

One of the saddest parts of this entire 
picture is that hard-working and honest 
men have been striving, often with 


great devotion, for many years in the 
Civil Service Commission and elsewhere 
to remedy the situation. The failures 
have been known, but a plan of action 
and the support for such action have 
been confused and intermittant. As a 
result we are in a vicious circle. The 
agency which we should depend on to 
lift personnel administration forward 
is itself under-manned and unable to 
do the job. 


(6) Slack in Productivity 
Directly linked with the lack of ade- 


quate top and middle management is 


low productivity of the working force. 
While there is no intention to deprecate 
the efforts of thousands of conscienti- 
ous, hard-working men and women in 
the municipal civil service, nevertheless, 
in the general conduct of the engineer- 
ing studies pursued for the Mayor’s 
Committee, enough evidence has been 
uncovered to warrant the sixth major 
finding: that there is in numerous areas 
a “slack” of real proportions in pro- 
ductivity. 


We regard it as unfortunate that City 
employees are so often represented at 
hearings on budgets, pay plans, or other 
matters by speakers who with few 
exceptions place their entire emphasis — 
on more pay, less work, more vaca- 
tions, expanded pensions with smaller 
contributions and lighter production 
schedules. While we recognize that this 
is largely the natural product of our 
antiquated personnel system and lack 
of salary standards, we cannot believe 
that this is representative of the true 
sentiments of the employees who must 
also have a concern for good results 
and effective production. 


This problem of production falls into 
two parts which, while intertwined, can 
be discussed separately: (a) The use of 
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too many employees for a given unit 
of activity; and (b) a below-standard 
output from people employed. Both of 
these are, of course, in a large measure 
directly traceable to inadequacies of ex- 
ecutive supervision and of compensa- 
tion, but strengthening top and middle 
management and raising salaries will 
not in and of themselves create the 
proper spirit of workmanship. 


(7) Antiquated Budget System* 


Next in our findings comes the 
budget. New York City was a pioneer 
far ahead of the State or the Federal 
government, in the development of 
budgeting in this country. New York 
City blazed the trail. But we have now 
fallen into some bad budget practices, 
partly as a result of other failures in 
management and partly as a result of 
the depression. We now need to modern- 
ize our budget system as well as make 
the other management changes which 
are being recommended by the Mayor’s 
Committee on Management Survey. The 
major difficulties which we must elimi- 
nate are these: 


Under our present budget system, 
the departments have very little 
chance to adjust their work from day 
to day to meet changing conditions, 
or to,.make the best use of their work- 
ing forces on the basis of new plans 
designed to meet new problems. This 
kind of planning and adjusting to 
deal with shifting requirements is in- 
dispensable in efficient management. 
Yet we make this kind of good man- 
agement all but impossible with our 
present budget system. 


Under our city budget system, as 
now operated, the judgment of the 
budget examiner and the Bureau of 
the Budget is too often in effect sub- 


* The following members of the Committee 
dissent: Messrs. Beame, Horowitz, Iushewitz, 
-McGrath, Preusse, Reid, and Shea. See page 264. 





stituted to a very large degree for 
that of the professional staff and the 
top management of the departments 
because of budget control over depar- 
tures from line items in appropria- 
tions, budget control over the filling 
of vacancies, and budget review of 
contracts. 


No vacany is filled in any office 
without the specific approval of the 
Budget Director, and as a matter of 
general policy each appointment must 
be made at the bottom of the grade. 
These budget controls have been op- 
erated in such fashion as to shift to 
the Budget Bureau a considerable 
share of departmental responsibility 
for the supervision and division of 
work, and the major authority for 
personnel administration, except for 
the giving of examinations. 


The mass of detail which these mi- 
nute controls carry into the Bureau 
of the Budget inevitably results in 
endless delays in the approvals which 
are needed for action, so that it often 
requires months to get things done 
which should have been done in a few 
days, and many required approvals 
never come through in any form. 


Furthermore, the expense budget 
documents are themselves swamped 
by detail. They report the number of 
clerks and pencils but they do not 
give an understandable picture of 
what the departments are expected 
to accomplish. 


These budgets are never complete 
to start with and are not closed for 
years. The capital budget makes 
sense, because everybody knows what 
a school or a hospital is. But the capi- 
tal budget is not a budget in any real 
sense; it is more a list of pious wishes 
which may be ignored when the time 
comes to find the money later on. 


Finally our budget system, as it 
has come to operate, thrusts on the 
Budget Director a mass of policy 
decisions which belongs on the desk 
of someone else. If the questions are 
departmental and technical, they be- 
long on the desk of the commission- 
ers; if they are policy, they belong on 
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the desk of the Mayor and of the 

elected officials. 

In view of these important shortcom- 
ings of the present New York City 
budget system, the Mayor’s Committee 
on Management Survey finds that a 
modernization of the budget system is 
now required in the interests of good 
management. 


(8) Neglect of Maintenance 


Of all business practices of the City 
of New York, no one practice is so 
shockingly wasteful as the systematic 
neglect of maintenance. This is our 
elghth finding. Perhaps the City is so 
big and so sprawling the the citizens 
never see it all or know what is happen- 
ing to City property. 


On this question there is now no fur- 
ther doubt. From every field of inquiry, 
our management consultants have come 
back with long engineering lists of City 
properties that are falling into alarming 
disrepair. The Strayer-Yavner Report 
shows that school maintenance for the 
last 12 years is $30 million behind any 
standard businesslike schedule, and that 
class rooms are even now unused be- 
cause of broken windows, leaky roofs, 
or other conditions of disrepair. The 
Booz-Allen & Hamilton survey of hos- 
pitals brought to attention hospital 
wings which have been abandoned and 
are crumbling for lack of maintenance, 
and an immediate need for repairs total- 
ing many millions of dollars. Coverdale 
& Colpitts and Day & Zimmermann call 
for expenditure of about $60 million for 
deferred depreciation and rehabilitation 
of signal and other facilities in the sub- 
ways, and $10 million annually for 39 
years for replacement of rolling stock. 
The subway power system will require 
modernizations costing $325 million in 
the next 10 years to avoid major fail- 


ures, according to the report of the J. G. 
White Engineering Corporation. The 
Report of the Engineering Panel on 
Water Supply shows an estimated loss 
of some 150 million gallons a day from 
underground leaks, an amount which 
may equal two-thirds the product of the 
proposed Cannonsville Dam, which will 
cost not less than $140 million dollars. 
The City waterfront properties and 
docks need further modernization. The 
Fire Department equipment is so out 
of date that $1,763,000 must be spent 
for modernization during the next two 


years. In fact, all motorized equipment 


studied by our engineers—police, fire, 
sanitation — needs better managed 
maintenance. 


This policy of neglect is not a recent 
development. It reaches back for at 
least a generation. It may almost be 
said to be characteristic of our munici- 
pal management, except that the cumu- 
lative result is now so striking that the 
problem of adequate maintenance emer- 
ges now as almost a new problem. 


In sharp contrast to this picture of 
neglect is the work of the Triborough 
Bridge Authority and the Port of New 
York Authority, both of which have 
adequate top and middle management 
and adequate and dedicated funds. The 
great improvement of the park services 
since that Department was unified and 
given a top and middle management, in 
spite of its troubles with vandalism and 
seasonal employment is a further testi- 
monial as to what can be done for main- 
tenance with alert management. 


Naturally, we ask ourselves, ‘‘How 
can a city build new hospitals and 
schools while it lets the old one fall into 
rack and ruin? Why is maintenance so 
neglected ?” 

We think we have found the under- 
lying reasons and state them here as 
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part of our findings: The first reason is 
the war and the shortages of materials. 
However, there has never been a time 
when vigorous management could not 
have secured the needed priorities to 
command the materials needed. But it 
has been tough, and special effort would 
have been demanded. 


A much more important reason has 
been budget pressure. When budgets 
and appropriations are being adopted, 
maintenance can always be cut more 
easily than salaries or attractive new 
programs in which the public is inter- 
ested. There is no pressure group work- 
ing for upkeep; there is nothing drama- 
tic in a political campaign in reporting 
on repairs made. 

Even after budgets are made and 
adopted, new demands for salary in- 
creases or other items have at times 
been met by shifting maintenance funds 
over to some other account. In revising 
the 1950-51 school budget, the Board of 
Estimate cut $6 million out of the items 
for repairs and maintenance and as- 
signed the amount to salary increases 
instead, with the approval of the Board 
of Education, acting in expectation that 
other funds would be made available 
later for maintenance and repairs, a 
hope which was not realized. 


Inflation has played a part, of course. 
Money made available in the same 
amounts as before does less and less 
each year. 


Another important factor is the na- 
ture of the City tax limit. Over the last 
decade the City has been virtually at 
the top of its tax limit, but not at the 
end of its borrowing powers. Therefore 
it has been relatively easy to find money 
for new construction, which comes from 
new borrowings, but hard to find money 
for maintenance and repairs, which 
-must come from the current tax levy. 


Under these conditions, it is easier to 
build a new school or hospital than to 
keep up an old one. 


It must not be thought from this dis- 
cussion that the new plant takes the 
place of the old plant, except in unusual 
circumstances. The new plant is gener- 
ally in the areas of population expan- 
sion, and the old plant is in the shrink- 
ing sections. This fact may justify 
closing down an old facility as a matter 
of policy; it does not justify neglecting 
it until it has to be abandoned as a 
matter of safety. 


Of course, subway maintenance is a 
story by itself. Here we had mixed pub- 
lic ownership and private management. 
Furthermore the accounts do not show 
true operating expenses, the debt retire- 
ments do not coincide with deprecia- 
tion, and adequate reserves for obsoles- 
cence and replacements were never 
maintained. And now the deficit situa- 
tion means that these costs of deferred 
maintenance will fall on the taxpayer, 
unless transit revenues are increased. 


Lying back of all these factors are 
matters of management and _ politics. 
We have nothing to say on politics ex- 
cept to note that the citizens and their 
civic organizations have neglected their 
own interests in permitting the shock- 
ine neglect of maintenance and have 
been too intoxicated by shiny new 
things to watch what was happening 
to the useful old things. Politicians tend 
to do what the public wants, so the 
final blame for this neglect falls right 
back on us. 


On the management side, however, 
the story is quite different. Top and 
middle management should have been 
strong enough, and insistent enough, to 
make this kind of neglect impossible. 
Managers, superintendents, supervi- 
sors, and foremen should have had a 
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sense of responsibility and the energy 
and skill to point out what was happen- 
ing and to press for action so that this 
terrible waste could not have come 
about unknown to the voters and ig- 
nored by the elected officials. 


(9) The Deadening Effect of Delay 


Our ninth management finding re- 
lates to the deadening effect of delay. 
Wherever one turns within the govern- 
ment of this City, one is confronted by 
excessive and chronic delay. Matters 
are not disposed of, decisions are not 
made, papers are not cleared, work is 
not completed. There are exceptions— 
fine, swift exceptions—and things do 
get done. But the whole process of check 
and double check of public business, 
added to the inertia of size of this City 
and the omnipresent complexity of di- 
vided authority and the tendency to 
pass the responsibility to others, which 
is characteristic here, produces an end 
result of extraordinary slowness of 
action. 


For example, payments for small con- 
tractual services like printing and tak- 
ing testimony, or rendering special 
technical reports, often wait months 
and sometimes a year and a half. Many 
businessmen who sell supplies to the 
City wait eight to ten months for settle- 
ment, and matters of any complexity 
may require years. 


The management engineers who have 
been working for the Mayor’s Commit- 
tee on Management Survey have found 
time and again that they were dragged 
far behind their work schedules by the 
slowness of City action in finding time 
for interviews, in producing informa- 
tion and reports, and in performing 
their end of the “co-operation” which 
is needed in such a joint venture. This 
was not necessarily due to any lack of 


desire to co-operate, but rather because 
of the long queues of work to be done 
which are lined up wherever one turns 
in the departments. And, also, some 
poorly managed agencies did not seem 
to be able to avoid a certain disorgani- 
zation during the vacation season. In 
the Griffenhagen study, for example, 
the original position-description forms, 
which went out on time were returned 
to the consultants eight months late, 
and several thousand were never com- 
pleted for employees who were getting 
regular semimonthly pay checks none- 


theless. Departmental review of pro- 


jected classifications which should have 
been done in June and July, 1951, were 
not done in many cases until December. 
And when the departments were re- 
quested by the Comptroller on Novem- 
ber 19 to take a final look at the ma- 
terial to identify “manifest errors,” 
with a two week deadline, few depart- 
ments turned in their reports on time, 
and some were still outstanding after 
five weeks had elapsed. 


The City does meet its deadlines on 
budgets, tax levies, and collections. The 
payroll checks and the relief payments 
do go out on time in spite of all the 
complications which are involved. The 
garbage is generally collected on the . 
days set; the trains, buses and ferries 
run on schedule; the response to fires 
is quick and effective; schools and hos- 
pitals do get constructed. But the men 
who run even the best operations moan 
and weep over the delays and obstruc- 
tions through which they must fight 
their way to keep things moving and 
get them done. | 


Why is all this? As far as our man- 
agement consultants have reported, ex- 
cept in one operation which will be 
mentioned below, the delays are not in- 
tentional. They arise from underman- 
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ning at some bottlenecks; from the lack 
of up-to-date mechanization at others; 
from the absence of management super- 
vision which can break log jams and 
keep things flowing smoothly; from the 
unnecessary rigidity in sticking to-un- 
needed and unbusinesslike procedures 
inherited from the past; and, finally, 
from the lack of clear policy decisions 
at the top and well-understood plans of 
work at the bottom. 


The one point at which delay has in 
the past been intentional is in the mak- 
ing of decisions on budget matters re- 
lating to the filling of vacancies and the 
adjustment of line items during the 
course of the year. It is reported to us 
that these actions are delayed as a mat- 
ter of policy as an economy measure in 
the enforcement of budget controls. We 
have indicated above that we regard 
this as the wrong way to achieve a de- 
sirable objective, but we recognize that 
the Budget Director has been forced 
into this unsound line of action by other 
management weaknesses in the system 
of the City. 


We do not need to point to the end 
result of all these delays. They add to 
the bill of management inefficiency. 
They frequently increase the bids on 
purchase contracts. They place obstacles 
in the way of every administrator, they 
make more work for every employee, 
and they throw on the citizen the bur- 
den of inconvenient service. 


(10) Many Areas of Excellence Now 


In spite of the nine important criti- 
cal findings presented in the foregoing 
pages, the Mayor’s Committee on Man- 
agement Survey wishes to record its 
admiration for the effectiveness and 
efficiency of many of the activities of 
the City, and for the high devotion and 
ability of many of the officials and em- 


ployees of the City. Compared with any 
other large American city, New York 
renders a grade of service and a range 
of services of a high order. We may be 
excelled from time to time at one point 
or another, but taken by and large, over 
the whole range, no big city meets the 
composite standards of New York, and 
no big city population receives as much 
from its local government as do the 
citizens of New York. In spite of this, 
our per capita costs are not generally 
out of line,* though we believe they can 
be brought down still further by good 
government, and will demonstrate how 
this is done in this Report. Certainly 
from the broadest management stand- 
point, New York has a better City and 
county governmental structure than any 
other large American community. 


For years New York City led the way 
in education, health, welfare and police. 
In some instances other American cities 
have reached or exceeded our commun- 
ity. But in many lines New York City 
is still way out in front, and many of 
our officials and technicians are recog- 
nized as being foremost in their pro- 
fessions. Why then do we make these 
frank and devastating criticisms? Be- 
cause we believe that they are true and 
that the honest confession of short- 
comings is the first step to reform. 


(11) New York Can Achieve Good 
and Efficient Management 


It is our eleventh and final finding 
that the management of the City of 
New York can be placed on a thor- 
oughly efficient and economical basis 
without the sacrifice of high service 
standards—provided the citizens of this 
City really want good government and 
are prepared to support those measures 


* See Volume II, Chapter IV. 
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of management reform which we know 
from governmental experience and from 
business practice are required to meet 
the situation. These next steps of man- 
agement reform are outlined in the fol- 
lowing chapters of this Report. 


Management improvements have been 
made in the past, they are being made 
now, they can be made in the future. 
The major hindrance to better manage- 


ment of City affairs is the defeatist psy- 
chology that nothing can be done, that 
public business will always be misman- 
aged, that the citizens really don’t care. 
If self-government means anything, if 
public education does any good, if the 
voters really care and want efficient 
government, nothing can stand in their 
way in making the biggest city the best 
managed. 


CHAPTER II 


General Recommendations 


As we have seen in Chapter I, New 
York City is not doing an adequate 
job of management today. While we 
have indicated nine reasons for this 
failure, we have also found many areas 
of excellent operation and sound evi- 
dence for believing that New York can 
overcome its management faults. The 
old governmental model, developed 
through the decades, is no longer ade- 
quate to handle the extensive govern- 
mental business now required for eight 
million people in a metropolitan area, 
needing modern standards of service 
and control. 


In this chapter the Committee pre- 
sents, in summary form, 12 central 
recommendations for making the man- 
agement system of the City of New 
York adequate to perform the service 
required of it now and, we hope, for the 
next generation. 


Basic Management Reforms Are 
Interdependent 


Many improvements can be made in 
the governmental services of the City, 
and many individual economies can be 
introduced, department by department. 


These are certainly worth doing. Liter- 
ally a thousand suggestions for such 
improvements will be found in the 
management studies made by the con- 
sultants whose survey reports are sum- 
marized in Volume II of our Report. 
Most of these management improve- 
ment recommendations can be put into 
practice by the independent action of 
the various commissioners and City 
officials on their own initiative.* 


This is not true of the central recom- 
mendations which we present in the 
following pages. These 12 recommenda- 
tions are all of one piece and extensively 
interdependent, in that the value of any 
one reform will depend in large meas- 
ure upon the extent to which the other 
reforms are also carried out. In some 
cases, we would even hesitate to make 
a given recommendation unless we could 
count on action being taken on another 
front. The full extent of this interde- 
pendence will become more evident as 
the recommendations presented in this 
chapter are examined. 


*In fact, we are gratified to report that not 
less than $10 million of such economies have 
already been woven into the 1952-53 budgets. 
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Time Required for Reform 


It must also be noted that recom- 
mendations of the fundamental charac- 
ter here presented cannot become fully 
operative at a single easy bound. It will 
take not less than a decade to effectuate 
some of our suggestions fully. It follows 
not only that the leaders and voters of 
this City must have patience, but that 
they must regard these recommenda- 
tions as goals toward which we shall go 
steadfastly, step by step, all along the 
line, from year to year, until the whole 
program of modern management be- 
comes fully operative in the govern- 
ment of this City. What we mean by 
this idea of aiming persistently for 
clearly defined management goals will 


be more fully understood as we pro- 


ceed with our recommendations. 


The Two Jobs of Government: 
Operations and Management 


Like any great American business 
enterprise, the government of this City 
involves two kinds of activity. One of 
these is the direct doing of work, such 
as teaching children their lessons, put- 
ting out fires, apprehending criminals 
- and directing traffic, giving out relief, 
furnishing hospital services, inspecting 
food handlers, protecting the public 
health, cleaning. streets, and running 
the subway trains, buses and ferries. 
These are the service and control oper- 
ations of the City. They are carried out 
by the operating departments. 


The second kind of activity under- 
taken by the City government is the 
highly important one of deciding in 
broad terms what is to be done and 
when, of keeping everything running 
smoothly, co-ordinating activities, and 
finding the men, materials and money 
with which to operate. This is known as 


“top policy and general management.” 
This top management, in New York 
City government, is the work of the 
Mayor, the Comptroller, the Board of 
Estimate and the City Council aided by 
those agencies of the government which 
work directly with them, including es- 
pecially the Budget Director, the Co- 
ordinator of Construction, the Corpora- 
tion Counsel, the City Planning Com- 
mission, the Civil Service Commission, 
the Chief Engineer of the Board of 
Estimate, and the various commissions 
and committees which are set up from 


time to time to aid the Mayor in his 


work. 


Most people fail to recognize the 
sharp difference. between these two 
kinds of work because there is some 
operating in the top management job, 
and a lot of daily management in the 
operating departments. 


In this Report we stress the difference 
between these two kinds of govern- 
mental work because they must both be 
done well if we are to have an efficient 
and economical City government, giving 
services of a high order. Furthermore 
we are convinced that three of the 
major reasons why New York City’s 
government is not now as efficient and 
effective as it should be are: 


(1) the “top management” job has 
never been clearly visualized and sep- 
arated out for specialized handling; 


(2) for this very reason, those 
who are placed in the “top manage- 
ment,” by election or appointment, 
have at times not recognized clearly 
the distinction between top manage- 
ment and operations, and have not 
always been interested in or qualified 
for top management; and further- 
more, 

(8) the public has never been edu- 
cated to understand the distinction 
between top management and opera- 
tions and to demand for the mana- 
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gerial post, men and women with 
managerial competence and experi- 
ence. 


The selection of the right men, once 
the managerial job assignments are 
clearly understood, is up to the public 
and their elected representatives. But it 
is the function of the City charter and 
of general public demand to make it 
perfectly clear that the top management 
work must be so arranged that it can 
have all the benefit that comes from 
division of labor and high specializa- 
tion. 


This is the major new management 
idea which the Mayor’s Committee on 
Management Survey wishes to empha- 
size in this Report. It is the idea that 
the Mayor and his top aides, and the 


Comptroller and the Board of Estimate 
are the “top management” of the City, 
the central “‘directorate,’”’ and must spe- 
cialize on this job and this alone; while 
the departments and all of the rest of 
the agencies are the operating agencies, 
and must each specialize in its own area. 


In the following sections of this 
Report we spell out the implications of 
this central idea, and indicate how New 
York City can make a clear dividing 
line between top management on one 


side and daily operations on the other, 


and can organize each appropriately to 
perform its indispensable function in 
the City government. 


With these ideas in mind, we now 


proceed to the presentation of our 12 
central management recommendations. 


TWELVE MANAGEMENT RECOMMENDATIONS 


(1) Make Each City Department an 
Effective Operating Unit in Itself 


The work of the City government is 
done by the several departments and 
agencies. They are on the firing line. 
They give us the services we require 
and exercise the controls we need. The 
remainder of the City government is 
facilitative, co-ordinative, and broadly 
directive and supervisory. It follows 
that we cannot have good government, 
or efficiency and economy, unless each 
and every department is well managed 


in accordance with the best standards: 


of public and private business. 

What does this management recom- 
mendation require? It requires that each 
major department shall have in itself 
the responsibilities and authority re- 
quired for fully effective action and 
the modern management tools called for 
to effectuate these powers and respon- 
sibilities. Each department must have 


not only more and, in some cases, bet- 
ter top and middle management, but 
also greater independent responsibility 
for deciding how the department can 
best perform its mission in the face of 
continually changing situations within 
a given line of over-all policy. This 
means not only that the department 
shall be given greater strength at the 
top, with an adequate staff of men and 
women competent and experienced in 
management and in the technologies 
involved in the work of the department, 
but also a staff equipped to deal with 
the program and planning problems of 
the agency, the personnel problems, the 
budget problems, and the reporting 
problems. This statement does not mean 
that the departments will be independ- 
ent of the general direction of the 
Mayor on matters of broad policy and 
co-ordination, or that they will be free 
to depart from City-wide standards on 
budget, finance, personnel, and procure- 
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ment. But it does mean that the depart- 
ments, within these policy controls and 
procedural standards, will have the ut- 
most freedom to act and the adminis- 
trative tools which are required for 
effective work. These requirements will 
be spelled out more fully in recommen- 
dation No. 9. They are briefly men- 
tioned here to show what we mean when 
we say that each major City depart- 
ment must be made an effective oper- 
ating unit in itself. Under this program 
each major department becomes a man- 
agement unit, and each commissioner 
becomes a city manager in his own field 
of action with all the responsibility, 
powers, and restrictions which this im- 
plies in modern government. 


(2) Develop Central Government as a 
Management Directorate 


Under this plan of management, 
which rests on strong autonomous de- 
partments, the Mayor, the Board of 
Estimate, and the City Council must 
become the central directorate for a 
large, responsible, and responsive gov- 
ernment. 


Most successful big businesses in the 


world now use this pattern of manage- 


ment. This is the management system 
now followed in part in Washington and 
recommended for fuller development in 
the United States Government by the 
Hoover Commission. It is the pattern 
of management to which most of the 
great and successful private businesses 
have now come, particularly those which 
have a diversified range of products and 
services. In this connection it must be 
recognized that the City of New York 
renders many more kinds of service 
than the largest corporation in this 
country, and in addition it exercises 
social and economic controls and pro- 
tections which introduce management 


difficulties more serious than any faced 
by a private enterprise, however big. 
Our detailed studies of management 
in this City have shown, moreover, that © 
many of the City’s failures and difficul- 
ties cited above arise from the effort 
of central governmental agencies of the 
City to run the departments directly, 
and that the best work done by the top 
central agencies is found when they 
keep their hands out of the technical 
and detailed work of the departments 
and stick to their “directorate func- 
tions.” We therefore recommend, as 


stated above, that the operational work 


be turned over to the departments and 
that the central agencies not only be 
recognized by all of us, including the 
officials involved, as a governmental 
directorate but be so developed in fact. 
The requirements of such a program 
in law and administration will be de- 
veloped below. 


(3) Make Certain That There Is One 

_ Major Function for Every Depart- 

ment, and One Department for 
Every Major Function 


The most effective work is generally 
done by people who are working for a 
single clear purpose. Therefore, we rec- 
ommend that each City department or 
agency shall be established to perform 
one function, or mission, and one func- 
tion only. Fortunately this is generally 
true of New York City Departments, 
although it is not true of some reform 
plans which have been advocated. While 
there is some difficulty at times in iden- 
tifying a “function,” as we can easily 
lose ourselves in mere words, the central 
ideas are generally clear on the basis 
of custom, experience, and the work 
itself. Where they are not, experimenta- 
tion is called for. _ 


In carrying out this management 
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principle we recommend also that all 
work belonging to a given function be 
- included in the department, so that the 
particular department may be not only 
functional but comprehensive and fully 


endowed with the power to act with a. 


minimum of “clearance” and ‘‘co-opera- 
tion.” This does not apply to the top 
management functions, by definition, 
nor to such service functions as may be 


consolidated with benefit to all. While 


this concept introduces some difficulties 
in practical administration, we believe 
they can be ironed out by competent 
management, leadership and a spirit of 
intelligent teamwork. 


A major management problem arises 
when the work of a large and complex 
business is divided into one-function 
departments as we recommend, because 
it results immediately in the establish- 
ment of more independent departments 
than any top chief executive can per- 
sonally manage effectively. 


The Federal Government has tried 
unsuccessfully to pull its activities to- 
gether into 9 major departments, plus 
12 operating agencies and 24 largely 
independent bodies which are not rep- 
resented in the President’s Cabinet. The 
State of New York, with far fewer em- 
ployees and a work load a great deal 
lighter than that of either the Federal 
government or the City of New York, 
now has 19 constitutional departments, 
9 administrative divisions and 2 tempo- 
rary commissions, all reporting directly 
to the Governor, and 33 additional 
authorities and commissions which are 
generally independent. 


When the last Charter Commission 
tackled this problem for New York City 
in 1937, the present system was set up, 
which with some additions since that 
time has given us 51 independent de- 
partments and agencies. Of these, 41 


report to the Mayor, 4 to the Board of 
Estimate, and 6 to other elected officials. 


Nobody, however great a manage- 
ment genius, can directly and person- 
ally manage such an array of diverse 
agencies. They exceed the span of man- 
agement control. This has led some 
people to advocate grouping all activi- 
ties under 10 or 12 large departments. 
While this would solve the span-of- 
control problem, it would turn many 
departments into bushel baskets, each 
with various functions actually unre- 
lated, and would produce within these 
multifunctional departments many or- 
phan activities. 

Only through the “government direc- 
torate” approach do we see an effective 
way of limiting the span of control and 
at the same time setting up departments 
which are streamlined to one function. 
We therefore recommend that there be 
a separate and comprehensive agency for 
each major municipal function, and 
that the number and the size of the 
agencies be determined by the number 
of functions and not by any arbitrary 
idea as to the span of control. Where 
this results in more agencies than one 
mayor or manager can personally di- 
rect, as it does in New York City, we 
present the solution above, the “gov- 
ernment directorate” approach, which 
brings the task of central management 
within possible limits by assigning all 
internal administration to the depart- 
ments and by placing on central man- 
agement only the work of broad direc- 
tion, control, and co-ordination. 


(4) Install an Up-to-Date System of 
Personnel Administration 


New York City now needs a new and 
adequate wage and salary system, a new 
job classification system, a new incre- 
ment and promotion plan, a new re- 
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cruitment and examination system, a 
true probationary appointment system, 
a new in-service training program, a 
new employee relations program, a 
serviceable grievance system, and a 
personnel administration capable of 
carrying these and other tasks forward, 
both in the departments and in the City 
government as a whole. We therefore 
recommend the immediate installation 
of a comprehensive modern system of 
personnel administration. This is easy 
to say, but hard to do. 


This new personnel system would rest 
upon the Civil Service law and adminis- 
tration which we now have, but it would 
go far beyond it, along the lines already 
started in Albany and in Washington, 
and would draw on the experience of 
our most progressive private businesses. 


The essential elements of the new 
personnel system would be as follows: 


(a) Establish by charter amend- 
ment a Department of Civil Service, 
headed by a Civil Service Commission 
of three, appointed, as now by the 
Mayor for six year overlapping terms, 
with no more than two members from 
a single political party.* 

(b) Create the new position of 
Personnel Administrator, to be ap- 
pointed by the Commission with the 
approval of the Mayor.* 

(c) Define the respective duties of 
the Commission and of the Personnel 
Administrator, so that the Commis- 
sion will devote itself to the general 
supervision of the department and to 
the quasi-legislative and quasi-judi- 
cial functions, and will by rule dele- 
gate to the Personnel Administrator 
the administrative and technical op- 
erations of the Department. 

(d) Establish directors of person- 
nel in each major department and 


*'The following members of the Committee 
dissent: Miss Carr, Mrs. Morris and Messrs. 
Davis, Dowling, Grimm, Hallett, Levy, Linen, 
Miley, Pfeffer and Riesenfeld. See statement 
Vol. II, Ch. VI, Sec. 8. 


agency of the City, charged with the 
responsibility of working out for each 
department head an effective per- 
sonnel program for the agency and 
assisting the department head in its 
administration. 


(e) Establish a Municipal Person- 
nel Council, under the chairmanship 
of the Personnel Administrator and 
composed of the agency directors of 
personnel, charged with the respon- 
sibility to bring to bear upon the most 
difficult City personnel problems the 
pooled knowledge of the agencies and 
of the responsible personnel execu- 
tives of the City government. 


(f) Make more effective efforts to 
enlist the New York State Civil Serv- 
ice Commission and the resources of 
its staff in the task of safeguarding 
the City’s merit system and improv- 
ing New York City’s personnel pro- 
grams. 


(zg) Develop and install the pro- 
gram of action for a comprehensive 
classification and pay plan as rec- 
ommended by the Formal Hearings 
Board. 

(h) Recognize the early necessity 
of developing and improving the 
City’s handling of labor relations in 
accordance with the successful expe- 
rience of well-managed private busi- 
ness enterprises. 


(5) Modernize the Budget System 


The present kind of City budget, with © 
its minute line-item controls and daily 
review of the filling of vacancies, is in- 
consistent with our concept of depart- 
mental responsibility and with the 
whole idea of placing operations in the 
departments and the directorate func- 
tions in the top management. We there- 
fore recommend a new and modern 
budget system, consistent with our 
other management recommendations. 


The Director of the Budget has 
announced to this Committee the steps 
which he has already initiated looking 
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toward the introduction in New York 
_ City of certain of the best elements of 
the new budget program described and 
recommended in this Report. We com- 
mend the Budget Director for this 
action and endorse the decisions already 
made. While this action may seem to 
make unnecessary certain of the points 
discussed below, we nonetheless present 
the entire comprehensive program, in- 
cluding the elements now in process of 
introduction, so that the citizens of the 
City may have the entire picture before 
them and may be in a better position 
to support the constructive moves now 
being taken by the Director of the 
Budget. 

The new budget system which we 
recommend would rest on departmental 
responsibility for internal operating 
details, subject to City-wide standards, 
and on central governmental responsi- 
bility for the over-all balance between 
programs. These objectives would be 
carried out as follows: 

(a) Modify the line-item budget 
and establish in its place appropria- 
tions based on programs and on per- 
formance standards, with reports 
showing funds expended and work 
done. 

(b) Develop, in each department 
and independent agency, an agency 
budget director and fiscal office re- 
porting directly to the commissioner 
or his immediate deputy. This top 
departmental fiscal officer would man- 
age the budget of the department 
as a departmental comptroiler and 
would aid the commissioner in pre- 
paring and submitting the agency 
budget and fiscal reports to the appro- 
priate officers of the City’s central 
government. 

(c) Transform the Bureau of the 
Budget of the City into a small, high- 
powered, top-level, fiscal agency for 
policy and program planning, review- 
ing, reporting and control. This could 
be done by getting rid of the minu- 
tiae of detail in its present work 


(which are transferred to the depart- 
ments under our program) and by 
placing emphasis on major budgetary 
and management problems and de- 
partmental interrelations. 


(d) Revise the capital budget sys- 
tem so that the planning aspects are 
developed initially in the depart- 
ments, co-ordinated by the City Plan- 
ning Commission, and then translated 
into fiscal terms and assigned their 
priorities by the City Planning Com- 
mission and the Bureau of the Budg- 
et, working together as staff agencies 
of the Mayor and the Board of 
Estimate. The results of such a capi- 
tal budget, in so far as they affect 
the spending program of a given 
year, should be part of the regular 
annual budget prepared by the Di- 
rector of the Budget, not a separate 
document adopted at a different time 
in the year as at present. 


(e) Make the annual budget of the 
City as comprehensive and final a 
fiscal plan as a budget can be. It 
should not be “‘held open” for many 
months at the end of the year, as it 
is now, and the annual budget esti- 
mates should show in comparison not 
only the appropriations of the prior 
year but also the actual or estimated 
expenditures under each program ac- 
tivity, together with extensive detail 
not now available on unit costs and 
work performed. . 


(f) Revise the annual financial 
reports, to be issued as now by the 
Comptroller, so they follow similar 
program lines, in addition to the 
more traditional accounting by funds 
and by objects. 


(gz) An essential element of the 
new budget and fiscal system will in- 
volve a transformation of the func- 
tions of the Office of the Comptroller. 


Under these recommendations the 
Comptroller, who is the City’s chief 
fiscal officer, would be relieved of all 
extraneous administrative functions, 
so that he may concentrate more ef- 
fectively on his duties as a member 
of the Board of Estimate, the chief 
accounting and reporting officer, and 
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the chief auditor of the City. Under 
this system the Comptroller becomes 
“the watch dog of the treasury” with 
no conflicting duties. 


(h) With the transfer of the Bu- 
reau of Excise Taxes from the Comp- 
troller, there should be set up a new 
unified City Department of Taxation 


and Finance. This Department would 


consolidate the tax and revenue ac- 
tivities now carried out by the Tax 
Department, the Tax Commission, the 
Comptroller, the Treasurer, the 
Board of Assessors, the Water Reg- 
ister, and the Fire Department, and 
it would make provision for a Tax 
Research Bureau to perform for the 
City on a permanent basis many of 
the studies which have been carried 
out on an ad hoc basis through the 
Finance Project of the Mayor’s Com- 
mittee on Management Survey. 
An elaboration of our recommenda- 
tions on the budget system will be found 
in Chapter V. 


(6) Reorganize and Equip the Office 
of the Mayor as Chief Executive 


Under the management plan we pre- 
sent here, the Mayor continues as the 
responsible chief executive of the City, 
but his duties become those of the chief 
executive of a single great enterprise, 
not those of a direct manager of half 
a hundred specific operating agencies. 
This means that the Mayor will exercise 
his influence over the activities of the 
City and discharge his- broad respon- 
sibility to the people by co-ordinating 
activities and plans, by delegating oper- 
ations, and by holding department heads 
responsible, rather than by issuing de- 


tailed instructions, making internal de-- 


partmental appointments, or passing on 
the details of departmental work and 
expenditures. 


Once this “‘governmental directorate”’ 
idea is accepted, it is not difficult to 
see what kind of staff the Mayor will 


require to do his work. In our judgment 
this staff will include: 


(a) The Mayor’s personal corre- 
spondence staff and appointments 
secretary. 


(b) A Deputy Mayor to assist the 
Mayor in his Board. of Estimate ac- 
tivities and to sit for him on the 
Board, and on other boards, when the 
Mayor is absent or otherwise occu- 
pied, and to appear for him at public 
functions. 


(c) A deputy to the Mayor with 
the title “Director of Administra- 
tion,” to assist the Mayor in the gen- 
eral co-ordination of all departmental 
activities. This deputy would main- 
tain a central reporting system which 
would gather current progress re- 
ports from all agencies, and would 
transmit to all agencies information 
or instructions which the Mayor 
wishes them to have in the interest of 
co-ordination. The Director of Admin- 
istration would take over the func- 
tions of the present Co-ordinator of 
Construction with extensive added 
powers. The Mayor’s annual manage- 
ment reports would be prepared by 
this deputy. He would thus be the 
two-way channel, facilitating the flow 
of information, problems and deci- 
sions between the departments and 
the Mayor, and he would be respon- 
sible for seeing that any matter pre- 
sented to the Mayor for action in the 
management field is properly pre- 
pared for consideration. Definitions 
of departmental and divisional mis- 
sions would be worked out by the 
Director of Administration in ¢o- 
operation with the Director of the 
Budget. 


(d) A Counsel to the Mayor. This 
legal aide would see that all docu- 
ments of a legal character submitted 
to the Mayor for signature are in 
order and have been properly passed 
on by the Corporation Counsel or 
other appropriate officers. 

(e) A legislative representative 
of the Mayor and the City to handle 
Albany relations. 


(f) A public relations officer to 
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handle press relations, bring together 
speeches, and arrange all major pub- 
lic appearances and the circulation of 
official reports. 

(zg) An assistant to the Mayor to 
handle such temporary  trouble- 


shooting or other assignments as the 


Mayor may wish to deal with directly. 


While a small secretarial staff would 
be required for each of these divisions 
of the Mayor’s Office, only the Director 
of Administration would have a con- 
siderable establishment. This would 
involve a program unit, a central re- 
ports office, and several top professional 
assistants, competent to keep him up-to- 
date on what is happening, to bring to- 
gether relevant materials involved in 
any decision on co-ordination or man- 
agement problems, and to convey to the 
departments the decisions reached, not- 
ing how these central decisions are 
carried. out. 


Under this general plan the Mayor’s 
Management Cabinet will include the 
Mayor, the Deputy Mayor, the Director 
of Administration, the Director of the 
Budget, a representative from the Civil 
Service Department, the Corporation 
Counsel, and the Mayor’s Counsel. Most 
Mayors would add to this group the 
Comptroller, the President of the City 
Council, and perhaps some other official 
such as a representative of the Depart- 
ment of City Planning and the Com- 
missioner of Investigation. We think 
that the Cabinet in New York City, 
like that in the Federal government, 
should not be named in law but should 
be allowed to develop on an informal 
basis to meet the needs of the Mayor. 
However, we suggest that the Cabinet 
be kept small and that the Director of 
Administration serve as the staff for the 
Mayor’s Cabinet and be responsible to 
the Mayor for preparing the agenda and 
communicating the decisions reached. 


The Cabinet should meet with the 
Mayor each week. 


In addition to the small management 
Cabinet, there would be an interdepart- 
mental Management Council, made up 
of the heads of all departments and 
their top deputies. This large council of 
some 125 persons would be called to- 
gether from time to time by the Mayor 
as occasion may warrant, not on the 
basis of a semisocial invitation, but as 
a gathering designed to accomplish a 
defined and planned management goal 
under the guidance of the Mayor and 
his top staff. 


The accompanying charts give a gen- 
eral picture of the position of the Mayor 
in the government of the City of New 
York and as recommended in this Re- 
port. Chart I presents the organization of 
the Mayor’s Office as it has operated 
under the past three Mayors. Chart II 
shows three important changes: (a) the 
proposed Director of Administration; 
(b) the introduction of the “governmen- 
tal directorate’? idea which eliminates 
masses of detail from central super- 
vision by assigning them to the depart- 
ments and which thus brings to the top 
only the major matters of policy and 
co-ordination; and (c) the creation of 
a small management Cabinet. The 
charts should be read with these changes 
in mind. 

It should be noted that the 50 depart- 
ments, boards, and agencies symbolized 
at the bottom of the charts are far from 
uniform in their legal or factual status, 
and that their relations with the Mayor 
differ from agency to agency and from 
time to time. They are here grouped 
together as it is the purpose of these 
charts not to show all of the minor and 
often technical differences, but to show 
how many agencies there are which 
under the present organization come to 
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the Mayor with their “headaches.” In 
this respect they are all quite similar. 


(7) Strengthen the Board of Estimate 


The New York City Board of Ksti- 
mate is an extraordinary governmental 
invention. There is nothing quite like it 
in any other large governmental set-up 
in the world. It violates some estab- 
lished ideas of government, particularly 
in combining the executive functions of 
the Borough Presidents, each of whom 
represents a limited geographic area, 
with their legislative functions as mem- 
bers of the Board of Estimate, which is 
in fact the major center of legislative 
power in the City. But the system 
works, and works remarkably well, par- 
ticularly since the Charter changes of 
1938 which reduced the administrative 
duties of the Borough Presidents. 


The Mayor and the Deputy Mayor, 
as well as the Borough Presidents, 
bring to the Board important manage- 
ment knowledge. The major advisor of 
the Board of Estimate on broad fiscal 
matters is naturally the Comptroller; 
on legal matters, the Corporation Coun- 
sel; on budget matters, the Director of 
the Budget; on engineering matters, the 
Chief Engineer, the Co-ordinator of 
Construction, the Planning Commis- 
sion, or the top officials concerned with 
water, education, transit, public works, 
etc. As a legislative body the Board of 
Estimate utilizes more technical advice 
and direct management information 
than any municipal legislative body in 
this country. The general excellence of 
its work, in spite of criticisms occasion- 
ally heard, would seem to rest at least 
in part on this unusual situation. 

As a part of the directorate of the 
central City government, we believe 
that the effectiveness of the Board of 
Estimate can be still further enhanced 





by continuing the development, started 
in the Charter of 1938, of lightening the 
administrative load of the Board and 
at the same time strengthening the per- 
sonal staffs of the members of the 
Board. 


Accordingly, it is our recommenda- 
tions that certain administrative and 
staff agencies now reporting to the 
Board of Estimate be assigned to other 
City agencies, and that each Borough 
President be authorized to appoint a 
high-level technical aide to assist him 
in the discharge of his Board of Esti- 


mate functions. 


Under this recommendation the 
Bureau of Franchise would be shifted 
to the Law Department; the Real Estate 
Bureau would become an independent 
department; and the Bureau of Retire- 
ment and Pensions would be assigned 
to the new Department of Personnel 
Administration. For the time being, we 
would continue the Bureau of Engi- 
neering where it now is, under the 
Board, although eventually this too 
should be shifted, its functions going 
to the Planning Commission, the De- 
partment of Public Works, or the 
Director of Administration, as may be 
appropriate. The work of the Board of 
Estimate would thus be concentrated 
on policy matters, and no matter would - 
come before the Board until adequate 
staff work had been completed. 


(8) Strengthen the Remaining Man- 
agement, Co-ordinating, and 
Service Agencies of the City Gov- 
ernment 


In addition to the offices mentioned 
above, there are in the City of New 
York seven important central-govern- 
ment offices concerned with the direc- 
tion, co-ordination, and servicing of the 
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other departments and agencies. These 
are listed below, except for the office 
of the Co-ordinator of Construction, 
which we suggested above should be 
expanded and moved directly into the 
Office of the Mayor. 


It is our eighth management recom- 
mendation that these remaining agen- 
cies be more clearly recognized as essen- 
tial tools of central management and 
service, that their duties be more clearly 
defined, and that they be strengthened 
where necessary to perform their re- 
spective functions in accordance with 
the concept presented in this Report. 
This general recommendation would be 
carried out as follows: 


(a) The Comptroller would be re- 
lieved of his tax administrative func- 
tions so that he may put his undivided 
attention into his accounting, audit- 
ing, reporting, debt management, and 
“watch dog” activities, and into his 
service on the Board of Estimate. 
The audit functions would be sub- 
stantially extended to report on effi- 
ciency and economy. 


(b) The Corporation Counsel 
would continue as the chief legal 
officer of the City. The Bureau of 
Franchises now under the Board of 
Estimate would be transferred to the 
Law Department. 


(c) The City Planning Commis- 
sion would continue as the chief ad- 
visor of the Mayor, the Board of 
Estimate, and the various depart- 
ments on long-range problems, par- 
ticularly those which have a bearing 
on the physical features of city plan- 
ning and the capital budget. The 
Commission should continue its re- 
sponsibilities for zoning and the City 
map and should be given an oppor- 
tunity to develop a more vigorous and 
realistic approach to the master plan. 
As indicated above, most detailed 
program and improvement planning 
will be a responsibility of the indi- 
vidual departments, not of the City 
Planning Commission. The Commis- 





sion should deal only with those plan- 
ning activities which are appropriate 
for the “directorate” operations. 


(d) The Commissioner of Investi- 
gation would continue as the inde- 
pendent and swiftly moving investi- 
gational arm of the Mayor, with 
special responsibility for unearthing 
irregularities in the conduct of City 
business and for exploring, under the 
direction of the Mayor, important 
economic and commercial problems, 
especially those involving irregulari- 
ties. 


(e) The Department of Purchase 
would continue as a central service 
agency for all the departments in the 
purchase of the general run of sup- 
plies required for their work. The 
practice would be continued of buy- 
ing highly specialized commodities 
under specifications drawn initially 
by the chief department using those 
commodities. The Comptroller would 
continue to audit deliveries, but the 
procedure would be placed on a cur- 
rent basis by the addition of whatever 
staff is required, and reliance would 
be placed on sample test audits to a 
greater degree. 


(f) The Department of Public 
Works would continue as the general 
design and construction service agen- 
cy for all normal City construction 
and maintenance work on buildings, 
bridges, incinerators, sewage works, 
etc. We make no recommendation for 
changing the present distribution of 
construction functions. 


(9) Modernize the Internal Organiza- 
tion of the Departments on a 
Consistent but Not Necessarily 
Uniform Pattern 


In line with the foregoing philosophy, 
the departments must be extensively 
reorganized. The new departmental 
structure which we contemplate would 
not be identical from department to 
department because of differences of 
work to be done, size of agencies, and 


26 MoDERN MANAGEMENT FOR THE CITY OF NEW YORK 





distribution of the work. However, we 
believe that every independent major 
agency must be set up to do the follow- 
ing work: 


(a) There must be a top director, 
generally a commissioner appointed 
by the Mayor. This commissioner 
must have his own office staff, includ- 
ing a personnel office, with a labor 
relations section where needed; a 
budget and finance office with a man- 
agement research unit; a program 


planning office, together with some 


kind of a citizen policy advisory board 
where appropriate; and a public rela- 
tions office. 


(b) The agency would have such 
divisions as are required by its work, 
program, and geography. Each of 
these major bureaus or divisions 
would have an administrative chief 
and such subunits as the work re- 
quires. If the agency is responsible 
for the operation of considerable 
properties, or other business activi- 
ties, a separate property or business 
unit to deal with these matters will 
be required, as suggested by our con- 
sultants in the school and hospital 
surveys. 


(c) In the larger departments 


there will be two or three deputies 


appointed by the commissioner and 
removable by him. In the smaller 
agencies, there will be no _ special 
deputies; the budget, personnel, and 
planning activities will be directly in 
the office of the commissioner. In 
either case, the heads of these staff 
agencies would be in the Civil Service. 


This departmental structure contem- 
plates that the commissioners will be 
selected by the Mayor for their general 
administrative competence and ability 
to lead men, and for their facility at 


explaining the work of the department 


to the public, as well as the directions 
of the Mayor and the desires of the 
public to the departmental career per- 
sonnel. This means that the commis- 
sioners generally will not be selected 


from within the department, or even 
from the professional group represent- 
ing the chief functions of the depart- 
ment. However, in certain highly pro- 
fessionalized fields which exist both 
inside and outside the government, we 
believe the commissioners should nor- 
mally be drawn from that profession on 
the basis of their administrative compe- 
tence. This applies particularly to edu- 
cation, health, hospitals, welfare, law, 
engineering, and accounting. Wherever 
the top administrator is thus selected 
from the professional groups, we rec- 
ommend that one or more business and 


fiscal administrators be placed in charge 


of the business management functions 
at the very top of the department. 
Through this arrangement we are striv- 
ing to achieve both competent profes- 
sional leadership and efficient business 
management. 


(10) Standardize and Modernize 
Executive Salaries 


The present salary structure for the 
top management personnel of the Citv 
is badly out of step with modern condi- 
tions and is inconsistent from depart- 
ment to department. Just as soon as the 
new salary scale is put into effect for 
the top Civil Service personnel as rec- 
ommended by the Mayor’s Committee © 
on Management Survey and the Formal 
Hearings Board, there will be many 
commissioners whose subordinates will 
be paid higher salaries than they them- 
selves will be entitled to. 


For many of the higher posts, no 
salary increase of any kind has been 
provided since 1940, except for the most 
recent cost-of-living adjustment. As is 
shown in the Mayor’s Committee salary 
study,* the increases accorded the top 


*See Volume II, Chapter VI, Section 2, 


“Analysis of Compensation,” by Lyle C. Fitch. 
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34 administrative positions of the City 
from 1940 to 1952 were only 48 percent, 
including the increase for 1952-53, dur- 
ing a period in which the cost of living 
went up 80 percent and general salaries 
of executives in business went up not 
less than 100 percent. 


It is our recommendation that the 
following standards be now applied, 
just as soon as the general plan recom- 
mended in this Report is put into 
operation: 


Salaries of the top elected officers 
should remain as now—the Mayor at 
$40,000, the Comptroller at $30,000, 
and the Borough Presidents at $25,000. 


The Deputy Mayor for Board of Esti- 
mate affairs should receive $25,000. 


The Director of Administration should 
receive $30,000 to $36,000. 

The Budget Director should receive 
$30,000. 


Twenty-five thousand dollars each 


would be paid to the Personnel Adminis- . 


trator, the Director of Planning, the 
Commissioner of Investigation, and the 
commissioners of the larger depart- 
ments. 


The commissioners of the lesser de- 
partments would receive $20,000 each, 
as would the top deputies of the major 
departments. In a few cases, these top 
deputies will have under them, or 
alongside them, permanent civil ser- 
vants receiving as much or more than 
they receive. We do not think this will 
occur often, or that it will be a serious 
difficulty, because of the clear difference 
in the nature of their responsibilities. 


(11) Enlist the Aid of Qualified 
Citizens 


No task of the Mayor is so important 
as enlisting the aid of New York’s 


qualified citizens in solving the prob- 
lems of the metropolitan area. 


New York City faces the toughest 
problems of any great city in the world, 
except perhaps for those cities which 
were bombed out in the last war and 
those which are without resources be- 
cause of national economic and social 
conditions. But New York City also has 
unmatched resources of wealth and, 
what is more important, of leadership 
and civic spirit. 


In fact, New York City is extremely 
fortunate, beyond any other large 
American city, in having within its own 
political boundaries so large a number 
of men and women of very high busi- 
ness and professional ability and status, 
who also have the highest traditions of 
civic action and devotion. All other large 
cities of America, and most great cities 
of the world, have lost to their suburbs 
the larger portion of the homes of the 
professional and business leaders. This 
is not the case in New York, although in 
recent years many natural leaders have 
shifted their homes to the suburbs. Still, 
the majority are right here in the City, 
or they are so firmly tied into the life 
of the city, that they consider New York 
their home. As a result, New York City 
has enjoyed for many years an un- 
rivalled set of energetic and effective 
civic organizations which are concerned 
with ‘“‘good government” as well as the 
protection of the general interests of 
their members. Although some of these 
organizations are at times extremely 
irritating to the official administrators 
and to those in elective public office, 
mostly because of the way they present 
their points of view, no one should 
underestimate the contribution which 
they make toward balancing the forces 
among the pressure groups, thus help- 
ing to produce more effective and eco- 
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nomical government. The heavy reliance 
of the civic agencies on “research meth- 
ods” and their employment of perma- 
nent and professional staffs are notable 
features of the New York picture. The 
consolidation of City and County gov- 
ernment, the general excellence of the 
City Charter, the pioneer establishment 
of the budget system, city zoning and 
planning, Civil Service reform, and 
many other advances in management 
through the years would have been long 
delayed except for the continuous efforts 
of the civic agencies. 


Not the least of the great civic advan- 
tages of New York City is found in the 
fine newspapers and radio stations with 
which the community is endowed. 
Largely because of these media, New 
York City, probably more than any 
other large city, has a citizenry which 
is well-educated in local civic affairs. 


This both arises from and produces. 


vital civic action and encourages and 
brings to the fore men and women of 
ability and civic responsibility. 


Such men and women have always 
made important contributions to the 
life of New York City in the past. They 
can contribute even more in the future, 
provided only that they are given the 
opportunity. We regard it as important 
for the City Charter to make a place 
for this type of citizen service, and as 
an obligation of the Mayor to search 
out systematically the places where such 
service is needed. It is for this reason 
that we have provided at various places 
in our recommended new structure of 


the City government a considerable - 


number of places which will be filled by 
unpaid advisory groups with citizen 
members. The boards and commissions, 
permanent and temporary, and the de- 
partmental advisory lay committees 
offer an ideal place for such appoint- 


ments. One of the major responsibilities 
of the Mayor, under this plan, will be 
not only to find the right people from 
all walks of life for such positions, but 
also to persuade them to serve in this 
way. 


Most of the positions to which civic- 
minded citizens will be called will al- 
ways be unpaid, in recognition not only 
of the willingness of men and women 
to serve on this basis, but also of the 
impossibility of paying adequately for 
such contributions. In a few cases, we 
feel that some form of per diem hono- 


-yarium may be desirable where exten- 


sive, regular, and responsible work is 
involved. 


Through this approach, many who 
now end up as “outside critics’ and 
“back seat drivers” will be given the 
chance to make their contributions 
directly through the process of govern- 
ment itself, and the City will be the 
great beneficiary of the energies, special 
knowledge, and the creative civic forces 
thus releasd. 


(12) Provide Adequate Money, Man- 
power, Office Space 


The modernized system of municipal 
management which is presented by the | 
Mayor’s Committee on Management 
Survey in the foregoing 11 major man- 
agement recommendations will require, 
in addition to the steps mentioned 
above, three important and indispens- 
able provisions. These are: (a) more 
money for top and middle management ; 
(b) the immediate selection and ap- 
pointment of qualified executives to fill 
these new management posts; and (c) 
efficient office arrangements. We say 
this because we know that nothing much 
will result from all the changes we have 
recommended unless men, desk space, 
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and money are provided to do the things 
we have suggested. 


More Money—After a careful review 
of the work to be done, we estimate that 
100 new managerial and staff positions 
are now required and that the added 
cost to the City for these positions and 
their immediate assistants, and for 
strengthening the existing management 
staffs at the points indicated, will be 
about $5 million annually. Only part of 
this would be required during the first 
year. This is a very modest sum for 
establishing modern management in an 
enterprise of 221,000 employees, with a 
. budget of $1.5 billion. It will not be diffi- 
cult to find the money in the economies 
which will result. 


Emergency Selection—The real diffi- 
culty is to find the men and women with 
the requisite ability, experience, knowl- 
edge, and personal qualities to fill the 
proposed management posts. This diffi- 
culty is much greater now, as we move 
over to the new management system, 
than it will be in future years when 
many of the posts can be filled by pro- 
motion through the new personnel sys- 
tem which we are recommending. 
Accordingly, the most difficult problem 
of the whole program of modernizing 
our management now is: how to find 
and appoint the new management talent 
required. To solve this key problem, we 
make the following recommendation: 


We recommend that the Mayor, with 
the approval of the Board of Estimate 
and the local and State Civil Service 
Commissions, create a special tempo- 
rary Board of Examiners on Manage- 
ment Personnel. It would be the func- 
tion of this board to search the country 
for qualified personnel for the 100 
management posts recommended by this 
survey. These positions must be filled 
with the best qualified men and women, 


whoever they are and wherever they 
may be found. Where the posts are not 
under Civil Service, the board would 
seek out the candidates, submit their 
names and qualifications to the Mayor 
or other appointing officer, and do 
everything in their power to persuade 
the appointees to accept service. Where 
the posts are under Civil Service, the 
board would serve within the new 
Department of Civil Service as the panel 
of examiners for the Municipal Civil 
Service Commission, and competitive 
examinations would be held. In every 
case, men and women now in the service 
of the City would be sought out first, 
but top grade personnel should be se- 
cured from the outside whenever the 
present service does not have persons 
equal to the assignment. We believe 
that this emergency Board of Examiners 
should terminate its work in about 
three years and that its membership 
should be composed of three—one to be 
drawn from the City career service and 
two from the best qualified civic and 
business leaders of the community. A 
qualified staff would be made available 
to the Board. When this emergency 
board has done its work, the regular 
personnel agencies of the City would be 
able to carry on. 


Office Facilities—The problem of office 
facilities for the top management of 
the City is not difficult to state. The 
following agencies must be brought to- 
gether in a single, modern office build- 
ing: 

The executive office of the Mayor, 
including the Deputy Mayor, the 
Mayor’s Counsel, the public relations 
officer, and their appropriate staffs. 

The Director of Administration and 

his staff. 

The Bureau of the Budget. 

The Department of Civil Service. 

The City Planning Commission. 

The Commissioner of Investigation. 
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Of these agencies, two are now housed 
in rented quarters; four are in need of 
additional space; three are scattered ; 
and all but one will need more space 
when our recommendations are put into 
effect. 


In view of the fact that there will be 
a need for several conference and hear- 
ings rooms, the above agencies will need 
about 200,000 square feet of space. A 
limited amount of additional space 
might well be provided for temporary 
emergency activities, which may be re- 
quired by the Mayor from time to time. 


The new building should be air-con- 
ditioned throughout. While this will add 
about 22 percent to the cost of the build- 
ing, this will be repaid through the in- 
creased efficiency of office staffs during 
the summer months. 


The building should be located within 
the City Hall area and should provide 
enough parking space for the adminis- 


trators’ automobiles. Under this plan, 
the Mayor would still keep his present 
office for ceremonial purposes, but his 
normal administrative office and his 
general administrative staff would be 
housed in the new office building. 


City Hall would continue to be used 
by the City Council and the Board of 
Estimate. | 


No one should think that the pro- 
posed new office building is just a “nice 
idea.” In our judgment it is an essential 
step in developing the new, efficient, 


and hard-hitting central management 


directorate for the City of New York. 
As long as the management agencies 
are scattered around, some of them in 
disgraceful and cramped rented quar- 
ters, no one can produce or expect 
unified and intelligent team action. Few 
factors are so conducive to vigorous 
unified management as unified physical 
office arrangements. 


SUMMARY 


These are the major management re- 
forms recommended by the Mayor’s 
Committee on Management Survey. As 
we have shown in Chapter I, New York 
City has now outgrown its governmen- 
tal management. The situation today is 
very serious and will, in our opinion, get 
worse from year to year unless some- 
thing is done. 


No man or men, however competent 
and energetic, can possibly run the 
many activities of New York City as 
they are now organized and handled. 
If the Mayor, or any of his appointees, 
or the Board of Estimate, tries to do it, 
he will not only interfere with effective 
departmental action, but will create 
bottlenecks and chaos in many areas, 


and he will be forever rushing to catch 
up with one crisis after another. 


The only way out, as we see it, is to 
adopt what we have termed the “gov- — 
ernmental directorate” approach. Under 
this plan the departments become the 
responsible centers of effective and effi- 
cient work, each with its own technical 
and managerial leadership and respon- 
sibility. The Mayor, the Board of Esti- 
mate, and the other agencies of the 
central City government would then 
take on only those duties of policy direc- 
tion, co-ordination, finance, and public 
relations which belong to a large, re- 
sponsible, democratic central manage- 
ment directorate. 


Most of our recommendations grow 
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from this central idea, including 
- strengthening the Board of Estimate; 
~ reorganizing the Mayor’s office, with the 
addition of a new Deputy, the Director 


of Administration who would be vir-- 
tually a general manager for the City; 


defining the “‘mission” of each agency, 
particularly the other central control 
and service departments; establishing a 
modern personnel administration and a 
new budget system; endowing each de- 
partment with an appropriate internal 
structure; paying adequate managerial 
salaries; and finally constructing an 
office building where these adequately 
staffed central management agencies 
ean be brought together to function 
smoothly and effectively as a single, 
modern, management team. 


This entire program may seem like 
a drastic revolution, and some may con- 
tend that the recommended reforms 
should be introduced experimentally one 
at a time. We warn that such a timid 
program will fail. To succeed in any 
large measure, these things must be 
done and done together. We need many 
changes, but above all we need a new 
concept of government management— 
one which will give us efficient business 
direction as well as effective operation. 
This is precisely what we have endeav- 
ored to outline in the recommendations 
of this chapter. Our whole objective has 
been to show the way to modern man- 
agement for the City of New York. 


CHAPTER III 


Program for Economy 


The broad recommendations set forth 
in the foregoing chapter will not of 
themselves lead to immediate budget- 
ary economies.* Indeed, the first effect 
will be budgetary increases to pay for 
the additional executive direction and 
management facilities and services 
called for. These investments will, how- 
ever, enable the City to gird for efficient 
operation. With a thoroughly modern 
system of direction, management plan- 
ning, co-ordination, and control, the 
City will be in a position to attack the 
high cost of government and, having 
corrected immediate problems of glar- 
ing inefficiencies and wastes, to main- 
tain a continuing vigilance against their 
recurrence. 

It is the purpose of this chapter to 


set forth a specific program for such 
an attack. The chapter is divided into 


seven sections which endeavor to 
answer the following economy ques- 
tions: 


(1) What do we mean by “‘econ- 
omy” in government? 

(2) Why is government less effi- 
cient than private business? 

(8) How can the public and the 
top officials decide what services gov- 
ernment should give and at what level 
of performance? 

(4) How can the City government 
improve its ways of doing things to 
achieve maximum efficiency? 

(5) How can the City improve the 
supervisory follow-through so as to 
get better results? | 

(6) How can the City determine 
how many employees are needed in 
each activity, and when an agency is 
overmanned ? 

(7) What offices and services does 
the City need to keep itself efficient 
and economical? 


I. SIX KINDS OF “ECONOMY” 


It is easy to get confused about the 
word “economy” when we are consider- 


* See statement by Messrs. Dowling, Grimm, 
Hallett, Honig, Miley. Page 270. 


ing how to get it in governmental 
affairs. “Economy” seems to mean dif- 
ferent things at different times and to 
different people. From this study of 
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management in New York City it ap- 
pears that there are six kinds of 
“economy.” 


(1) “Get Along Without It’” Economy 


This is the result of doing without 
some activity or service. If you 
go without a welfare center, a public 
retail market, a playground, a branch 
library, a bridge, or a proposed reser- 
voir, you Save money in a very visible 
form. If you decide not to increase a 
certain staff, you save money. If you 
decide not to fluoridate the City water 
supply as a preventative of dental 
decay, you avoid a measurable charge 
on the City budget. 


This type of economy appears also if 
an old activity is discontinued. If the 
Police Department stops furnishing free 
guards for baseball parks or for payroll 
messengers, you save the money in- 
volved. If you decide not to fill a vacancy 
in some office, you save a salary. If the 
Health Department stops manufactur- 
ing biologicals, the cost of the process 
can be dropped. If you consolidate fire 
or police stations and do without the 
extra station, you save money. If you 
close a veterans service center or dis- 
continue the City radio station, you save 
the cost. Even if you close a hospital or 
a school instead of repairing the leaky 
roof, you “save” the cost of the new 
roof. 


(2) “Cheaper Service’ Economy 


This is the economy which comes 
from lowering your standards. If you 
clean streets once a week instead of 
three times a week in a given area, you 
Save money, but your streets will not 
be so clean. If you have three nurses 
in a given hospital ward instead of five, 
you save money, but the patients are 
given less attention. If you have 50 


building inspectors instead of 100 doing 
the same work in the same way, you 
have less thorough work done, but you 
save money in the budget. If you drop 
regular City boiler or elevator inspec- 
tions and accept instead inspections 
by insurance company inspectors, you 
save money, but you accept the risk that 
the private protections may be less ade- 
quate than those of the City. If you 
increase class sizes in the schools, you 
cut salary costs per child, but you may 
lessen the quality of the education 
offered. If you cut the cost of hospital 
meals from 93 cents to 83 cents per 
patient-day, you save money, but you 
reduce the nutritional standards. 


(3) “‘Better Methods” Economy 


This is the economy which comes 
from doing the same job in a better or 
quicker way. This is what is generally 
meant by efficiency. Labor-saving ma- 
chinery and good tools enter into this, 
and the application of machine power 
instead of human power. This is where 
the efficiency engineer does his stuff, 
and where most of the suggestions 
arise in the suggestion awards program. 


Another aspect of better methods is 
found in work simplification, where un- 
necessary forms or motions are elimin- 
ated, one process is made to do the work 
of two, and the flow of work is revised 
to make it easier and faster. 


The quest for better methods carries 
us also over into standard management 
techniques in organization, budgeting, 
personnel administration, planning, ac- 
counting and reporting. 

Some economies from better methods 
are immediately visible in reduced needs 
for manpower and materials. But many 
important better-methods economies 
cost money to install. The first step 
increases the budget before the econo- 
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mies begin to be realized. This is espe- 
cially true when new organizations or 
new labor saving machinery are in- 
volved in the improvements. 


(4) “Penny Wise and Pound Foolish” 
Economy 


This is the “saving” in the current 
budget that produces greater expendi- 
tures in the long run. The whole sad 
story of lack of maintenance of City 
schools, hospitals, and the transit sys- 
tem, referred to in Chapter I, is a case 
in point. 


Unfortunately, in this case, the fool- 
ish economy can be measured in dollars 
“saved” and shows immediately as a 
reduction of departmental requests in 
the City budget, while the “‘pound”’ lost 
thereby will not show up until later. 


(5) “Take a Look Ahead’ Economy 


Some of the greatest sheer waste in 
government comes from “compulsory, 
inescapable, emergency expenditures” 
which could have been avoided by 
just a little clearheaded advance 
planning, analysis, and courage. Popula- 
tion settlement that is permitted with- 
out proper streets and sewers creates 
nothing but trouble and unnecessary 
costs, both for the householders and for 
the City. Big projects that are started 
with a small commitment can lead into 
the millions. Even bad designs in 
schools, hospitals, incinerators, disposal 
plants, or subway stations can produce 
a long crop of damage suits, most of 
which could have been avoided by good 
designs. Unique and meaningless speci- 
fications for fire apparatus bring 
needlessly high costs for the City. The 
failure to acquire school lands and play 
fields in advance of housing and other 
developments can make the costs for 


needed properties much larger in the 
end. 


In this category, also, must be placed 
the economies which come from decid- 
ing not to build an institution if the 
City cannot afford to operate that in- 
stitution later on. Once the building is 
built, the City is virtually forced to find 
the money to operate it in some future 
current expense budget, be it a hospital, 
an aquarium, or a college of aviation. 


Unfortunately the economy which 
comes from taking a look ahead never 


can be measured in dramatic budget 


reductions. This economy is the money 
the City would have been forced to 
spend if it had not taken action in time 
to avoid the need. While this is iffy 
money, it is extremely real to those who 
understand the situation and frequently 
it involves very large sums of money, 
as when the City deals with water sup- 
ply, subway extensions, pension sys- 
tems, the master plan, and other 
matters which run into hundreds of 
millions of. dollars each. 


(6) Finally, We Have “Blue Sky” 
Economy 


This is pure conversation. It is like 
the economy of window shopping, with 
its noble decision not to buy something 


which there was never any chance of 


buying anyway. 


Unfortunately the New York capital 
budget contains too much ‘“‘window 
shopping,” too much listing of depart- 
mental dreams which cannot and should 
not be carried out. While the situation 
has been improving since the capital 
budget started originally as a “shelf” 
of possible improvements, in the event 
that the Federal Government was pre- 
pared to subsidize made work, a great 
deal more needs to be done to bring New 
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York City’s developmental schemes 
down to earth. While this is essential, 
the “economies” which will result must 
generally be listed as the reduction of 
dreams that could never have material- 
ized. 


One-Time versus Recurring Savings 


Whenever an ‘‘economy” is recom- 
mended, it is important to note whether 
the “saving” is a one-time gain or one 
that will repeat itself from year to year. 
If, for example, an idle piece of laundry 
equipment is transferred and installed 
instead of buying a new piece, there is a 
saving in one budget year of the price 
of the new machine. But if the heating 
system of a housing development is de- 
signed economically as suggested by the 
Percival Moses Report, there will be an 
annual saving as long as the building 
stands. Both types of economy are de- 
sirable, but the second is many times 
more important. 


Public “Savings” and Private Loss 


What government does for the citizen 
may cost him in taxes a great deal less 
than it would cost him if he did it for 
himself. This is true of street lighting 
and waste collection, for example. The 


costs of private street lighting, which 
we used to have before the Civil War, 
were prohibitive and the service was 
very poor. When small cities change 
from private scavengers to public waste 
collection, the cost drops at least to 
half. This general situation is true of 
many other public activities, to say 
nothing of those, such as public health 
and general crime protection, which the 
individual is powerless to furnish for 
himself even if he were a millionaire. 


It follows that some City budget sav- 
ings can actually cost the taxpayers a 
great deal more out of their private 
pockets than the budget saving is worth. 
If, for example, the City saves money 
by cutting out all traffic lights, the cost 
to the citizens in congested streets and 
accidents would be many times the ap- 
propriation saved. Or if the City decided 
not to chlorinate the City water, typhoid 
would return and hundreds of people 
would die each year. 


Thus public savings which involve 
the abandonment or curtailment of 
services, or the noninitiation of needed 
activities, must always be looked at in 
relation to their connection with the 
private sector of the economy. 


Il. PRESSURES FOR EFFICIENCY IN GOVERNMENT 
~ AND BUSINESS 


This is not the place to argue over the 
comparative efficiency of big business 
and big government. In many activities 
government is demonstrably more effi- 
cient than is a great deal of private 
business. Some governmental services 
are models of efficiency and economy, 
far ahead of comparable private activi- 
ties. 


But this is not the general rule, or the 
accepted general opinion of mankind, 


particularly in the United States where 
business is eternally driven to efficiency 
and economy in its competitive struggle 
under our anticartel principles. 


There are apparently four things that 
keep any large, organized, human activ- 
ity efficient. These are economic com- 
petition, the pride of craft, intelligent 
and human supervision and organiza- 
tion, and the continuous application of 
scientific advances. tes 
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These four forces play an important 
part in modern big business. In our 
most efficient companies all four are 
prominent factors. 

But in government we start without 
competition, which is the mainspring 
of business efficiency, because govern- 
ments are by definition monopolies and 
go on regardless of their efficiency. 
There is “pride of craft” in government, 
but this is harder to discover and main- 
tain than in most businesses. And very 
little has been done in government to 
develop intelligent human supervision, 
or to keep up with and install the re- 
sults of scientific research. Thought has 
been given to organization in govern- 
ment, and progress has been made with 
such matters and with budgeting, per- 
sonnel, procurement, and other proced- 
ures. On these points business has 
learned a good deal from government. 


A handicap making the drive for 
efficiency in government harder to 
maintain than in private business is the 
nature of the work performed and the 
test of “success” which is imposed in 
government as compared with private 
business. 


Business makes and sells a product 
or performs a service at a competitive 
price. There is a continuous effort to 
bring the costs down, because lower 
prices generally increase the market 
and push up the profit. The whole enter- 
prise is run for the profit and cannot 
be continued once the profit disappears. 
Careful accounts are maintained, which 
show the profit and loss picture from 
period to period, the status of the cap- 
ital accounts, and also, in great detail, 
what each process contributes toward 
the total end result. 


Government deals not so much in 
products as in services and in controls. 
It is seldom possible to put comparative 


price tags on the services, because of 
differences in quality required. The con- 
trols are, of course, unique with govern- 
ment and cannot be subjected to pricing. 
Some products can be priced, and here 
public water and electricity are gener- 
ally delivered at a lower price than are 
the comparable private water and elec- 
tricity, although differences in account- 
ing and tax status need to be taken into 
account. But with passenger transpor- 
tation the picture seems to be reversed, 
public transportation costing more per 
unit than private. However, govern- 
ment almost never keeps its books to 


give a true picture of costs or of capital 


status. The end purpose of government 
not being “profit,” the accounts are not 
set up to show costs in comparison with 
returns. Moreover, in government these 
returns are in most services not suscep- 
tible of statement in accounting terms; 
while in business, in most cases, no 
return is of significance unless it can be 
put into financial terms and entered on 
the books. 


For these reasons the measure of 
“success” differs in government and 
business. In business the test is a con- 
tinuous record of profits and dividends, 
with a maintenance of the capital struc- 
ture, a preservation of status in the 
industry, with a prospect of continued | 
existence and future development. Such 
an enterprise is in a position to give its 
employees and officers satisfying and 
worthwhile participation, to maintain 
its community responsibilities, and to 
justify its place in the social and eco- 
nomic system. These are the tests of 
private ‘business success. 


In our governments the short-run 
test of success is the re-election of the 
officials and the continuation of the 
party in power. The long-run test is 
still in the elections, but the “general 
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opinions of qualified observers’ enter 
the picture to a greater degree and may 
peven diverge at times from individual 
election results. In the ballot box test, 
“efficiency and economy” may or may 
not be important. The human factors 
involved in services and controls are 
much more likely to capture public 
attention and support. However, the 
tax rates are always significant. 


It would be possible to leave the mat- 
ter at this point and to accept the state- 
ment that “government must always be 
wasteful and inefficient,” except for two 
important considerations. In the first 
place, “getting the most for the tax 
dollar’ has now become extremely im- 
portant because the public is now 
demanding so many services from gov- 
ernment. If money is wasted on ineffi- 
ciencies, that money cannot be spent 
for needed schools, health, traffic and 
crime control, or other public activities. 
Where inefficiency prevails, the quality 
and quantity of governmental services 
and controls must go down. Whether 
the public knows it or not, they cannot 
afford the losses which come from gov- 
ernmental inefficiency. Too much is now 
involved. 


In the second place, “the burden of 
taxes on the economy” has now come to 
a combined total of between a quarter 
and a third of the total income of the 
American people. The burden on some 
individuals and on various productive 
enterprises is much greater than this 


under our tax system. The burden has 
climbed very sharply in the past two 
generations. Consequently the public 
needs to be concerned not alone by the 
burdens which it is called upon to bear 
directly and indirectly, but by the dam- 
age that may be done to our productive 
economy by the nature of the burdens 
placed on productive enterprise, invest- 
ment, invention, initiative, and the flow 
of free enterprise. In any such concern, 
economy in government plays an impor- 
tant part. 


Substitutes for Outside Pressure 


While the natural pressures for effi- 
ciency in government are thus less 
forceful and pervasive than they are in 
private business, it is evident that the 
time has now come when the need for 
efficiency and economy in government is 
of the greatest importance. This is par- 
ticularly true in the City of New York 
with its vast services and limited re- 
sources. 


We reach the conclusion, therefore, 
that there must be developed within 
government planned pressures for effi- 
ciency Which will apply to government 
some of the pressure for efficiency 
which comes naturally in private busi- 
ness and which will counteract some of 
the tendency to underrate cost factors in 
the public business. a 


The remainder of this chapter is de- 
voted to these problems. 


Il. PROGRAMS AND ACTIVITIES 


How can a city decide what services 
to give its inhabitants, what controls 
are required, and how good these serv- 
ices and controls shall be from the 
quality standpoint? 


Because of the shortage of money, 
New York City must pick and choose. 
If there are to be smaller classes in 
school and more kindergartens, there 
may have to be fewer hospital beds and 
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fewer police at busy street intersections. 
If we are to give subway riders a 15 
cent ride for 10 cents, the 5 cents has to 
come out of reduced services or out of 
increased taxes; and if taxes are nailed 
down, the 5 cents can come only out of 
reduced salaries and services. So it goes 
wherever you turn, and each question 
ultimately involves far-reaching deci- 
sions on fundamental program and 
policy, covering issues of social welfare, 
restrictions on free activity, or public 
ownership of productive facilities. Such 
decisions can commit a government to 
tremendous and long-continued expen- 
ditures and they can have an intimate 
effect on the lives of its citizens for 
generations to come. 


Frequency 


While the great decisions of this 
character arise relatively seldom in 
municipal government, they do arise 
more often than most people realize 
and they have extensive and long-con- 
tinued effects. The degree to which a 
city assumes responsibility for slum 
clearance, housing, transportation, em- 
ployment, and welfare; basic policy 
with respect to public education; estab- 
lishment of new types of hospital facili- 
ties, and the like are examples of basic 
long-term decisions. Such decisions are 
frequently, but not always, irreversible. 
All too often, once a decision is made, 
there is no turning back. In New York 
City, examples in point are the recent 
decisions as to future water sources— 
decisions which have virtually commit- 
ted the City to a line of action involving 
vast expenditures for one hundred 
years or more. Also there is the whole 
problem of transit policy, involving 
questions as to the proposed new Second 
Avenue Line and the wisdom of heavily 
subsidizing transit operations as a 
social responsibility. And there is fiscal 


independence for education, involving 
the basic question of control over this 
vital but extremely costly public service. 


Evaluation through Comparison 


A drive for economy must accordingly 
call for a careful, realistic, evaluation 
of all such basic programs and activi- 
ties. Note that we do not here catego- 
rize any of these as “waste,” for, 
obviously, what might seem sheer waste 
to one person (classes in music appre- 
ciation, in the eyes of a “practical” 
businessman) may seem an essential to 


- another (the same classes, in the eyes 


of a person who feels that education in 
cultural subjects is a primary need 
today). Decisions on these basic pro- 
grams are value judgments made in the 
process of weighing alternatives in the 
face of limited resources. 


Chlorination as an example—A good 
illustration of the type of program 
value determination is that of chlorinat- 
ing the water supply. The service 
performed in this case eliminates water- 
borne disease, notably typhoid fever, 
which once caused over 700 deaths per 
year in New York City. The deaths have 
now been cut to one or two per year, 
and these are not water borne. The cost 
of chlorination in the current year is 
about $542,000 for chemicals, equip- 
ment, and operation. 


Comparing benefits to the community 
and to the individuals who make up the 
community, would it be possible to 
spend this $542,000 for some other 
service not now performed which would 
be of greater value than that derived 
from chlorination? Would it be possible 
to derive greater benefits by eliminating 
chlorination entirely and leaving the 
$542,000 in the pockets of the taxpayers, 
so that each may decide what to do with 
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his share of the money not taken from 
him in taxes? 


The illustrative question on chlorina- 
tion is not too difficult to answer. Free- 
dom from typhoid fever and other 
water-borne disease is so obviously 
worth the cost of less than a penny a 
month per capita, which it now costs 
us, that virtually no one would think of 
eliminating this City activity. 

But when this line of evaluation is 
applied to nursery schools, police band 
appearances, tree-planting on _ the 
streets, parades for foreign visitors, or 
additional traffic officers or firemen, the 
difficulties of comparison and measure- 
ment quickly pass beyond any economic 
or other readily definable computations. 
However, it is obvious that such deci- 
sions may involve the City in needless 
appropriations and in perpetual mainte- 
nance of marginally useful activities. 


Primary and Secondary Elements 


Any given activity is made up of a 
primary purpose or program and many 
secondary and contributory elements. 
For example, education for elementary 
school children covers not only class- 
room teaching, but many other activities 
such as health inspections, library serv- 
ice, student activities, cafeterias, the 
provision of the buildings and the main- 
tenance of grounds, play fields, trans- 
portation, and so on. Similarly, the 
function of the police covers not only 
the preservation of law and order but 
also traffic control, the giving of general 
information, managing parades, fur- 
nishing band music, harbor and land 
and air patrols, and the maintenance of 
a telephone and a radio system. Thus 
the central function is always of neces- 
sity extended in many directions. Cer- 
tain of these extensions are less essential 
than others, and some are likely to be- 


come unnecessary or at least marginal. 
Some activities are eventually out-of- 
date. 


Then there are the conflicting and 
duplicating activities, particularly be- 
tween the subactivities of different 
departments or agencies, as when inves- 
tigations into the individual needs of 
the same family are made both by a 
hospital and by a welfare department, 
or when a buildings department inspec- 
tor covers the same premises as a fire 
department inspector in an unnecessary 
division of work. 


“Free service’ is another prolific 
cause of expanded activities and ex- 
penses, as when the hospitals open free 
clinics, water is delivered without 
metering, and the public scavenger picks 
up any and all wastes. 


It follows that some activities are 
essential, some highly important, some 
useful, some extravagant, a few useless; 
some desired by a large public, some by 
a small pressure group only; some only 
by those who run the activities, and a 
few by no one now living. 


While the classification of activities 
into such categories is partly a matter 
of political policy and philosophy, it is 
nonetheless generally possible to analyze 
activities from a management stand- 
point on the basis of input and output 
so as to raise the issue of marginal 
utility. The management expert cannot 
always determine whether a school 
cafeteria should or should not be oper- 
ated, but he can show what it costs, 
and how this cost compares with the 
expansion of the school library or the 
development of a new health clinic. The 
failure to make such reviews of activi- 
ties and subactivities from time to time 
will inevitably result in the retention of 
activities long after the reason for their 
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existence has passed. No better cases in 
point can be cited than the list of no- 
longer-necessary activities still going on 
in the Department of Health as cata- 
logued in the Health Department Sur- 
vey, and the tons of useless records dis- 
closed through the records management 
project. Another good illustration was 
found in the Elevated line, in the section 
from Chatham Square south. 


Continuation and Policy 


The continuation of an activity, par- 
ticularly a subactivity, merely by ex- 
tending the line items of last-year’s 
budget can also be a policy decision of 
real importance, in the light of alterna- 
tive demands for funds. The danger 
here is not so much that a faulty 
decision will be made or an unneeded 
activity continued, but that through 
indifference, or reluctance to disturb the 
status quo, the matter will not be 
brought up for reconsideration at all. 
In such cases the failure to act has the 
same effect as a positive decision. 


“Facts” and Politics 


Finally it must be observed that these 
great decisions are broadly social in 
nature and therefore highly political. 
They involve service standards, finance, 
debts, taxes, fares, wages, franchises, 
zoning and large scale improvements 
and housing developments. While the 
collection and analysis of facts on these 
matters may be helpful or essential in 
their consideration, the real decision in 
each case rests only in part on “the 
facts,” since the decision depends essen- 
tially on practical judgment in the ap- 
' praisal of human values and often on 
political expediency. ) 


A Five-Point Program for Action 


The Mayor’s Committee on Manage- 
ment Survey was not established to 


make recommendations on the great 
decisions that now await consideration, 
except to some extent in the field of 
fiscal policy and taxation and on the 
single additional question of future 
water supply sources. , 


By this definition, the Committee was 
relieved from passing on many difficult 
and controversial matters such as the 
extension of the subway, the proposed 
Second Avenue line, pedagogical prob- 
lems in the schools, the types and 
quality of professional services in the 
hospitals, the general character of wel- 


' fare policy, the wisdom of the public 


housing program, and similar social and 
political matters. However, in all of its 
studies of administrative efficiency, the 
Mayor’s Committee was concerned with 
the organizational problem of how such 
decisions are to be reached and—espe- 
cially in view of the ever-widening 
budgetary gap with which City officials 
must contend—with ways in which in- 
crements of service may be evaluated. 
In all studies, of course, activity 
evaluations were made with respect to 
carrying out the primary, undisputed 
function of a department, as in the 
number, location, and equipment of fire 
companies to render adequate protec- 
tion; soundness of the basic incinerator 
program in the Department of Sanita- 
tion; and the need for certain types of 
audit in Welfare. In the Health Depart- 
ment study an exception was made in 
that the American Public Health Asso- 
ciation was asked in the course of its 
study of administration to evaluate the 
City’s public health programs on a long- 
range basis. 


Even where no basic programing 
recommendations were made, the con- 
sultants did not, of course, operate with 
blinders, since many purely adminis- 
trative suggestions are influenced by 
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what lies ahead in the way of services to 
be rendered. Accordingly, out of their 
impressions, discussions with respon- 
sible officials, review of administrative 
problems, and survey of large-scale 
operations from a City-wide point of 
view, the Mayor’s Committee is pre- 
pared to make certain specific recom- 
mendations, as follows: 


(L)etor >. prosram and . activity 
evaluation and control’ no recommen- 
dation of the Mayor’s Committee for 
Management Survey is so important or 
has such far reaching implications as 
our recommendations for the moderni- 
zation of the City’s budget system. 


Once the City has a more informative 
budget, as recommended by the Com- 
mittee in Chapter V, each unit of each 
department will have both a clear short 
statement of its required duties and 
authorized activities, with a translation 
of this statement into dollars. On this 
basis, all activities, old and new, will 
be spread out each year not only before 
the Board of Estimate and the City 
Council but also before the citizens, so 
that all may see what is being attempted 
and may judge the comparative impor- 
tance of each. This comparison of activi- 
ties before the annual authorization 
to spend is granted is one of the major 
purposes of the whole budget system. 
It is this which makes the program 
budget the greatest single engine of ac- 
tivity control. And, perhaps most im- 
portant in the present connection, this 
budgetary approach will make possible 
value judgments based on the diminish- 
ing utility of each increment of service, 
and an evaluation of the last increments 
in light of the competing demands for 
the budget dollar. 


To this end the machinery of public 
hearings on the budget should be im- 
proved. These hearings when properly 


organized should serve as “‘town meet- 
ings” for a discussion and review of any 
services to be added and the relative 
importance of existing services. At pres- 
ent, the public hearings suffer from 
three major defects: 


(a) The shortage of time between 
the formulation of the Executive 
Budget and the date of the public 
hearings. 


(b) The lack of exchange of opin- 
ions and knowledge between different 
groups interested in different services. 


(c) The failure of the hearings to 
furnish a two-way channel at which 

_ the public and the departments both 
could speak. The relative importance 
of the various departments would be 

~ outlined, combined with a forthright 
statement on revenues and resources. 

The Mayor’s message to the Board of 

Estimate might well be even more 

important as a message to the com- 

munity. 

(2) The recommendations of the com- 
mittee in Chapter II above for building 
up the top management functions of the 
office of the Mayor, particularly the 
establishment of the duties of the Direc- 
tor of Administration, are also designed 
to stimulate the over-all review of 
activities and their co-ordination, both 
to eliminate duplication and to fortify 
the top executive pressure for maximum 
efficiency and economy. 


(3) The structural reorganization of 
each independent department and 
agency, with the new emphasis on a 
greatly strengthened top and middle 
management and business direction, is 
also designed, in part, to give each 
department better control of activity 
development within its own bailiwick. 
This point of internal organization is 
further developed later in this chapter, 
where a high-caliber aide to the head of 
each major department is advocated, to 
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be concerned primarily with program 
evaluation and development. 


(4) The development of performance 
standards and measurements, as an ele- 
ment of budgeting and control, will 
bring about a new possibility of evalu- 
ating the intensity of service within any 
function. With such measurements it 
will be possible to determine, for exam- 
ple, how much cleaner a street is when 
swept three times a week than when 
swept twice a week, and what the com- 
parative costs are. ~ 

However, the foregoing points merely 
indicate the framework of organization 
and control within which a sound man- 
agement of program and activities will 
operate. What is needed in addition, in 
the face of the City’s present budgetary 
stringency, is a systematic examination 
designed to shrink old activities that 
have outlived their usefulness, to stop 
the creation of new activities without 
the knowledge of the top management 
and the public, and to lay the ground- 
work for the planned and controlled 
expansion of new and needed activities. 

Here is what has been happening 
under the system as it has existed up 
to now: 


A new “public need” becomes evident 
to the Mayor, to members of the Board 
of Estimate, to Councilmen, to commis- 
Sloners, to civil service officials of the 
City, to the newspapers, or to some 
special group. “Action” is advocated, an 
ordinance is passed, funds are appropri- 
ated, and the new activity is launched. 
Almost everyone concerned has a fine 
feeling of having “done something.” He 
has been alert to meet public needs. He 
has shown the way to progress. Once 
the new activity is set up with an office 
and a staff, the staff tends to expand 
and extend its jurisdiction. There have 
been many illustrations of this in the 


recent past, some of which have been 
highly desirable. A partial list would in- 
clude the following: 


The effort to improve traffic condi-. 
tions which became suddenly unbear- 
able after World War II, resulting 
in setting up the Department of 
Traffic. | 


The series of publicized failures of 
the mixed public-private ambulance 
system, which suggested that the 
entire service be taken over by the 
City, expanded and assigned to the 
Police Department. 


The disclosure of confusion and 
delay in school construction through 
the Moore Commission and _ the 
Strayer-Yavner surveys, and _ the 
consequent creation of specialized 
programs to co-ordinate school con- 
struction and school building opera- 
tion and care. 

The American Public Health Asso- 
ciation survey for the Mayor’s Com- 
mittee on Management Survey with 
its reeommendation of fluoridation of 
the City’s water supply. 

The sudden attention to juvenile 
dope addiction, with the development 
of corrective efforts by the police, the 
district attorneys, the State, and with 
the establishment of new specialized 
hospital facilities. 


Increased awareness of the failure — 
of the City’s own handling of em- 
ployee relations, with the consequent 
effort to establish new grievance 
machinery. 


The “Cold War” with national and 
State action for civilian defense. This 
has not only taken the time of City 
commissioners, but has called for a 
large assignment of personnel, who 
have been taken from their regular 
duties, and for additional appropria- 
tions to support the new Office of 
Civil Defense. 7 


While there is undoubted merit in 
each of the drives for new activity listed 
above (not all of which have thus far 
eventuated in action), it must be recog- 
nized that each will involve new agen- 
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cies, new appropriations, new directors 
or “consultants,” and new employees. 
In government this ubiquitous pres- 
sure for new activities has no counter- 
part in an equally strong pressure for 
getting rid of old activities when they 


are no longer necessary. Since this bal-— 


ancing force is not “built into” the 
system, it must be especially created— 
which leads us to our next point. 


(5) The Mayor should press his re- 
cent call for an immediate identifica- 
tion by all commissioners of specific 
activities which are no longer needed, 
or which under present circumstances 
cannot lay strong claim to continuation. 
This will produce a priority list of ex- 
pansion and a curtailment list for early 
liquidation or reduction. These are, as 
it has been repeatedly indicated here, 
value judgments which must be made 
on the highest level in each department 
and agency, resulting in an Official] re- 
port by the commissioner involved with 
the full concurrence of the _ policy- 
deciding board in those areas such as 
schools, hospitals, and health, where 
there is such a board. It is urged that a 
relatively early deadline—perhaps two 
months—be attached to this request by 
the Mayor. 


The difficulty of the choices on basic 
aspects of programing is not minimized 
here. What makes program choices diffi- 
cult is that the choices are not between 
the useful and the useless, the desirable 
and the undesirable, but rather between 
different degrees of usefulness. In any 
such list matters affecting the health 
and safety of people are more impor- 
tant than those merely adding to their 
comfort and convenience; provision for 
care of infants, the aged, and the infirm 
is more important than most help for 
the normal adult. Things that increase 
earning power are more important than 


entertainments. Other things being 
equal, the broader the benefit, the greater 
the justification. Finally, we must always 
ask: can a service be left to voluntary 
agencies and private enterprise? 


In developing the above departmental 
reports, with their lists of priorities and 
curtailments, the studies just completed 
by the Mayor’s Committee in various 
departments contain a wealth of sug- 
gestions and provocative questions. 
These should immediately be assigned 
for review. Thus, the Health Depart- 
ment administration survey lists 12 
categories of once-necessary work for 
early abandonment or marked curtail- 
ment; the fire-house location survey 
lists 49 companies that could be elimi- 
nated, for an annual budgetary saving 
of approximately $1.4 million even after 
increasing the number of men per com- 
pany in the remaining companies; the 
Fire Department management survey 
calls for the elimination of the Brook- 
lyn Unit of the Division of Finance and 
Supply, and for elimination from pro- 
posed capital improvements of the con- 
struction of a Fire Department office 
building in Brooklyn; the Police De- 
partment survey suggests the elimina- 
tion of many traditional activities, thus 


- greatly strengthening the force assigned 


to crime and traffic control; the Hos- 
pital Department survey reported that. 
hospitals were giving service to thou- 
sands of persons who are not medically 
indigent, and that much more should be 
done with respect to concentrating cus- 
todial patients into special units for that 
type of care; the Sanitation Department 
survey presents formulas and sugges- 
tions for data needed to put frequency 
of collections on a basis of quantitative 
determination—at the same time indi- 
cating that a far higher standard of 
service than in other large cities now 
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prevails; many explicit suggestions re- 
garding inadequately charged for serv- 
ice are contained in the Report on 
licensing and inspections; and recom- 
mendations are made in the Board of 
Education survey on strengthening the 
organization and techniques for locating 


and constructing new schools, some of | 
which have already been implemented. 

With such materials in hand, with © 
the additional resources of their own 
departments, the commissioners should 
be able to present their lists of priorities 
and possible curtailments in short order. 


IV. BETTER METHODS 


In the definition of ‘‘economy” pre- 
sented above, “better methods” was 
listed as the third type of economy. As 
was stated there, this is the great field 
of operation of efficiency engineers, 
work simplification, and organizational 
and procedural improvements. 

While it is generally easy to see the 
immediate advantages of installing bet- 
ter methods, both in big business and 
in government, management engineers 
have run into resistance in bringing 
about even those methods improvements 
which are most obvious and necessary. 


The Mayor’s Committee on Manage- 
ment Survey has encountered this prob- 
lem at many points in connection with 
the surveys of our various consultants. 
Work simplification and methods im- 
provement have received a great deal 
of attention in the management surveys 
made by the various management engi- 
neers for the Mayor’s Committee on 
Management Survey. The more impor- 
tant of such studies are listed below: 

Office mechanization was consid- 
ered in the Barrington Survey in the 

Finance Department, in 11 other de- 


partments and in Deroy Hppecunbes 
generally. 

Economy in the use of fuel was ex- 
amined by Percival R. Moses & Asso- 
clates in 104 separate heating and 
power plants, ferries, and boats oper- 
ated by 20 departments. 

The entire financial system of the 
Department of Welfare was examined 
by Crafts, Carr & Donaldson, while 


the work processes of the social in- 
vestigator were studied by McKinsey 
& Company. 

The greater use of labor saving 
equipment in the Board of Education 
was dealt with in the Strayer-Yavner 
school management survey. 


Methods and equipment were re- 
viewed in detail in the Board of 
Transportation in the management 
and power studies of Coverdale & 
Colpitts, Day & Zimmermann, and the 
J. G. White Engineering Corporation. 

Extensive surveys were made of 
methods and procedures in the Police 
and Fire Departments in the surveys 
of those departments by Bruce Smith, 
Arthur Lazarus, A. C. Hutson, H. J. 
Burke, and J. W. Just. 


Methods in financial administration 
were examined in the Haig-Shoup 
Finance Project. 

The study of licensing and inspec- 
tions conducted in 9 departments by 
Worden & Risberg gave extensive 
attention to matters of method. | 

The Hospital Department survey 
by Booz, Allen & Hamilton and the 
Health Department surveys by the 
American Public Health Association 
and Barrington Associates were fo- 
cused extensively on methods. 


The Records Management survey, 
conducted intensively in six depart- 
ments by the National Records Man- 
agement Council, dealt entirely with 
the problem of methods. 

The response of the City departments 
to these studies has at times been less 
than hospitable. The first reaction of 
the career employees of all agencies is 


PROGRAM FOR ECONOMY 45 


likely to be “nothing can be done” and 
“the suggestions are entirely impracti- 
eal for New York City.” With some 
notable exceptions, the administrators 
strain to prove what cannot be done, 
rather than what can be done as the 
result of constructive management im- 
provement ideas. If a given new method 
is not used in some other large city, it 
is immediately condemned as “untried.” 
If the practice is used elsewhere, it is 
observed that ‘‘no one else faces New 
York’s problems.” 


No “Automatic” Savings 


It must never be forgotten that 
methods improvements do not translate 
themselves automatically into budget 
savings. Better methods engineering 
does produce “savings” because more 
work is done with the same manpower, 
materials, and time. But the saving is 
indirect, sometimes slow to materialize, 
and does not appear as a budget reduc- 
tion unless other positive steps are 
taken. In the normal course of events, 
savings from increased efficiency are 
absorbed in more and better service for 
the same money and in the lessening of 
the work time and load. 


This tendency to translate savings 
due to better methods into higher stand- 
ards of service is so universal that it 
might almost be said that “more and 
better service at the same cost” is one 
type of economy commonly found in 
government. We have refrained from 
classifying it separately, however, be- 
cause the better service is not the econ- 
omy, but the secondary result of the 
economy, arising because there is a 
management choice involved. In most 
cases the saving can be translated into 
reduced manpower (giving the same 
service as in the past at a smaller cost) 
or into increased service (giving ex- 


panded service at no increase in cost). 
With adequate central controls, this 
choice can be made by the central man- 
agement. Where this decision is not 
made and enforced by top and middle 
management, but is allowed to drift, 
the economy will almost always be swal- 
lowed up in expanded service, this being 
the natural tendency of human organi- 
zations. 


Recognizing the difficulties of trans- 
lating management improvements into 
effective economies, we present in this 
and the following section a number of 
specific suggestions. 


A Four-Point Program for Action 


(1) The survey Reports of the con- 
sultants retained by the Mayor’s Com- 
mittee should be put to their fullest 
possible use. Fortunately they are being 
transmitted to the commissioners gen- 
erally with explicit requests that re- 
sponsible executives examine and report 
to the Mayor upon each and every sug- 
gestion for management improvement, 
in order to determine how many recom- 
mendations can be applied promptly. 
Volume II of this Report gives the high- 
lights of the individual studies, includ- 
ing the important recommendations on 
policy and long-term planning, as well 
as suggestions for operating methods 
and procedures. This should be used as 
a continuing checklist by the responsi- 
ble administrative official in each de- 
partment and agency. And of course it 
should be considered as a stimulus to 
further improvements. We do not say 
that all the recommendations are to be 
adopted as they stand. But we do say 
that they deserve the most careful con- 
sideration and that where a finding is 
sound, but the recommendation inappli- 
cable, some other corrective should be 
found and applied. 
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(2) The organization and operation 
of a central staff agency for methods 
analysis and improvement, aS now ex- 
emplified in the Bureau of the Budget 
and in the analysis units of the various 
City departments, is of far-reaching 
importance in furthering a management 
program in an organization as big and 
ramified as the City of New York. Al- 
though the organizational changes ad- 
vocated below will affect the specific 
mode of operation of the Division of 
Analysis, the improvement programs to 
be covered will not themselves be cur- 
tailed, but will, on the contrary, be re- 


inforced. We thus call for vigorous — 


prosecution of the management im- 
provement program already organized 
under the Division of Analysis. These 
organized activities have not only made 
an important contribution thus far, but 
should now with the added impetus of 
the survey Reports of the Mayor’s Com- 
mittee be able to move forward even 
more effectively. | 


One of the most important areas for 
intensified work by the Division of 
Analysis and by the budget examiners 
working together should be the devel- 


opment of performance measures and 
standards. 

(8) There should be definite provi- 
sions for the employment of outside con- 
sultants to aid in methods analysis and 
improvement. As a general proposition, 
we feel that there is often a distinct 
advantage in hiring temporary outside 
experts, provided their work is properly 
defined and _ supervised, instead of 
attempting to do all of the work 
with a permanent staff of management 
specialists. 

(4) The new “suggestion awards” 
system announced by the Mayor will 
serve to dramatize the need for econo- 
mies and will aid in setting the 
psychological climate for improved 
management. However, experience in 
industry shows that suggestion systems, 
except for spurts, rarely produce lasting 
improvements. To get even minimal re- 
sults, constant reactivation is necessary. 
Suggestion systems are usually particu- 
larly disappointing in situations where 
employee morale is low to start with. 
In any event, suggestion systems must 
be accompanied by continuous, unrelent- 
ing management programs in methods 
improvement. 


V. BETTER SUPERVISORY FOLLOW-THROUGH 


Among the major forces for efficiency 
in any organization we have noted “in- 
telligent human supervision” and “pride 
of scratt,”’ 


These are not such intangible ele- 
ments aS some would suppose. On the 
contrary every one knows how much 
more work any roomful of people will 
turn out if there is in the room a super- 
visor who makes the work assignments 
clear, who strives for reasonable per- 
formance standards, and who enforces 
discipline fairly and with a human 


touch of understanding. If, on top of 
this, good service is rewarded both by 
the appreciation of the supervisors and 
by salary increases based on merit, a 
fine spirit of team work and high pro- 
duction results. Where specific skilled 
trades and professions are involved, 
craft and professional recognition can 
be brought into play under enlightened 
supervision. 


While good personnel practices and 
administration are necessary, the type 
of supervision to which we here refer 
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runs through the operating organiza- 
sion in the direct line of management. 
There is no substitute for management 
supervision which is on its toes and in 
lose touch with what is happening even 
n its most far-flung units. This sort of 
nanagement and supervisory control 
1as been sadly lacking in many of the 
lepartments studied by the Mayor’s 
Sommittee, as already indicated in the 
asic findings and recommendations of 
he preceding chapters. 

The price of bigness in any organiza- 
ion, governmental or private, is likely 
o be unchecked and hidden waste in 
letailed operations. Instances of X-ray 
nachines, sterilizers, and other items 
yf laboratory equipment remaining un- 
nstalled for years, because of a “quag- 
nire of indecision, confusion, and de- 
ay,” as reported in the Hospital De- 
sartment study, illustrate the point. The 
ack of systematic follow-up control in 
he huge, bogged-down school construc- 
ion program; the conflicting directives 
n the chaotic organizational pattern of 
he Health Department; the very criti- 
al backlog of work of the Brooklyn 
Iffice of the Division of Fire Preven- 
ion and Combustibles of the Fire De- 
partment—finding'ss such as these do not 
come as surprises to management engi- 
1eers when they make detailed investi- 
rations of large-scale operations. Unless 
here are reasonably modern controls, 
oupled with strong middle management 
und provided with a workable scheme 
yf organization, the management brains 
ut the top soon lose all control over the 
arms and legs of the enterprise. The 
‘esult is waste—waste in over-requisi- 
joning and underutilization, waste in 
yeginning things and not carrying them 
0 completion on time, waste in bottle- 
1ecks and confusion, and waste in irreg- 
ilarities made possible by loopholes and 
oose accountability. 


Many of the answers to the foregoing 
are contained in Mayor’s Committee 
recommendations already made. These, 
which bear repetition, together with 
other points, can be listed as follows: 


A Six-Point Program for Action 


(1) The specific internal organiza- 
tional recommendations made by the 
Mayor’s Committee after studying the 
departmental Reports by its consult- 
ants should be pursued promptly. These 
are contained in the over-all depart- 
mental organization outline presented 
in recommendation No. 9, Chapter II, 
Volume I, and in the specific depart- 
mental studies of the Fire Depart- 
ment, Police Department, Sanitation 
Department, Board of Education, Health 
Department, Hospital Department, Wel- 
fare Department, and Board of Trans- 
portation, summarized in Volume II of 
this Report. It will be noted that in 
some instances the Mayor’s Committee 
recommendations as given in Volume II 
are modifications of the conclusion of 
the consultants. The Committee’s con- 
clusions were arrived at after careful 
review with the officials involved and 
after consideration of practical operat- 
ing conditions. In all cases we are 
convinced that the alignments as recom- 
mended will make for tighter supervi- 
sory control and hence for less waste. 


(2) Every commissioner should in- 
stitute an audit of his first-line super- 
vision. The new program of effective 
City-wide personnel administration, 
which will result if the basic recom- 
mendations of the Mayor’s Committee 
on personnel administration are adopted, 
will provide the technical assistance for 
such an audit and the supervisory devel- 
opment programs required to fill the 


gaps. 
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(3) Full use should be made of pro- 
duction scheduling and other types of 
control, developed to a high degree in 
private industry, for intelligent follow- 
through on complex construction, main- 
tenance, and similar operations calling 
for advance planning and dovetailed 
scheduling. Public and private admin- 
istrators, civil and military, have found 
that work time-tables can prove of the 
greatest value not only in getting work 
done, but in keeping the cost of such 
work rigorously-under control. Detailed 


recommendations on these points are 


made in the Reports of the various 
consultants. 


(4) Inventory control methods, ad- 
vocated in the detailed Reports of 


the consultants, should be installed 


promptly. 

(5) Standard operating manuals 
should be developed; where these exist, 
they should be brought up to date and 
thereafter continually revised. Some de- 
partments have no such manual, while 
others bear dates running back to 1912. 
Where required, as with the Adminis- 
trative Register of the Department of 
Welfare, a large-scale project of editor- 
ial review, re-editing, and reissue should 
be undertaken. 

(6) Finally, as part of the new City- 
wide personnel program, systematic at- 
tention should be given to the encour- 
agement of craft pride and professional- 
ism as suggested before in this Report. 


Vi. WASTES FROM OVERMANNING 


Even under the most conscientious 
leadership, the bureaucracy of govern- 
ment, as well as that of big business, 
tends toward a creeping proliferation. 
Except for certain shortage-of-skills 
areas, it is generally easier to add 
people to pay rolls than to take them 
off. This is particularly true in govern- 
ment. Without the profit-and-loss com- 
pulsions of private enterprise, the size 
of the labor force in relation to the work 
to be done tends generally in govern- 
ment to be decidedly on the high side, 
compared with that for similar opera- 
tions in private business. 


In this respect the City of New York 
is no exception. It can be stated con- 
servatively that savings of between 5 
and 10 percent of payroll costs can be 
realized in most departments by an 
immediate, well-planned “belt-tighten- 
ing’ program.* This assumes vigorous 


dissent: Messrs, Beame, Horowitz, Iushewitz, 
McGrath, Preusse, Reid and Shea. See page 266, 


action by the Mayor, the Board of Esti- 
mate, and all departmental heads, with 
maximum assistance from the Bureau 
of the Budget. Every City function and 
activity, no matter how long it has been 
in operation or how recently it has been 
inaugurated, must be scrutinized with 
an eagle eye to determine whether it is 
so essential that the City in its present 
straitened finances can afford to continue 
it. The payroll of each activity that has 
passed this test of essentiality can then 
be rigidly analyzed in order to ascertain 
whether every job is vital to the per- 
formance of the minimum requirements 
of the activity. 


The Mayor has already instituted the 
first step of the program here recom- 
mended by his directive to department 
heads, dated November 6, 1952. This 
program should produce substantial dol- 
lar savings over and beyond the reduc: 
tions derived from normal accruals or 
from the amount which will be saved 
by improvements in methods and mech: 
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anization. The normal accruals pro- 
vided in the expense budget for 1951-52 
were $32 million. For the prior year they 
were $28 million. For the current year 
total accruals have been set at $48 mil- 
lion, of which some $30 to $33 million 
will be derived from normal replace- 
ments at lower salary rates and from 
nonreplacements due to unavailability 
of staff. The remainder, some $15 ‘to 
518 million, will thus be beyond “nor- 
mal’ accruals. 


It should be noted that the enforce- 
ment of accruals by the Director of the 
Budget through the nonfilling of vacan- 
cies is still necessary under present con- 
ditions, although it represents at times 
an extremely crude and wasteful method 
of manpower control. Moreover, when 
position control is made to depend on 
vacancies, the accident of resignations 
and retirements in a given office is the 
controlling factor, not the needs of the 
service. Under the activity and person- 
nel studies which we recommend, the 
needs of the job to be done become the 
measure of manpower, and the resigna- 
tions and retirements become a develop- 
ment facilitating the change, not 
controlling it. 


As a Committee, we have not found 
it possible to indicate in dollars how 
much can be saved in the 1953-54 
budget by this program of re-evaluating 
each activity and of studying manning 
tables in each activity that survives this 
test. The Headquarters Staff of the 
Committee believes that from $12 mil- 
lion to $25 million beyond normal ac- 
cruals, and beyond the specific economies 
suggested in the several departmental 
management surveys, can be counted on. 
As indicated above, the 1952-53 budget 
now requires $15 to $18 million beyond 
normal accruals. While this figure does 
not cover exactly the same area as the 


savings estimated by our staff from the 
proposed program, since the $15 to $18 
million is based on accruals across the 
board rather than on scientific activity 
evaluations and manning table studies, 
there is, nevertheless, a substantial 
overlap between them. The Director of 
the Budget, while endorsing this pro- 
gram, does not believe it is possible to 
say at this time how much can be saved. 
However, whatever the savings in- 
volved, we believe the program must 
be carried through and that it will have 
beneficial results even beyond the econo- 
mies which it makes possible. 


The Mayor’s Committee on Manage- 
ment Survey has arrived at this conclu- 
sion on the basis of three separate ap- 
proaches. First, there are the general 
observations of the various management 
engineers who have been engaged in 
our major management studies. Second, 
there is our own personal knowledge as 
citizens of City activities and our own 
personal observations and interviews 
with operating officials and with the 
public which comes into contact with 
City departments. Finally, through the 
Headquarters Staff of the Committee 
we have instituted a sample exploration 
in selected departments, designed to 
test whether a manning-table study, 
such as has been applied frequently 
in private business, can usefully be 
made in the various departments of the 
City of New York and what such a 
study might show. 


We have also given consideration to 
the application of a flat manpower per- 
centage cut across the board and have 
decided that this would not be defensi- 
ble under present conditions in New 
York City. The great superiority of the 
manning-table approach from the stand- 
point of good service will become more 
evident as we present the following 
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statement of what such a study would 
involve in this City. 


Sample Manning-Table Studies in Five 
Departments 


To determine the possibilities of econ- 
omies and to formulate such a City- 
wide program, short but intensive pilot 
studies were conducted by the Mayor’s 
Committee on Management Survey in 
five selected departments: Corrections ; 
Public Works; Marine and Aviation; 
Water Supply, Gas & Electricity; and 


Purchase. The consultant selected for . 


this project was the Charles M. Zust 
Company of New York. Inasmuch as 
these pilot studies can form the basis 
of the City-wide program here advo- 
cated, the techniques and procedures 
employed will be discussed in sufficient 
detail to permit considering their appli- 
cation on an extended and intensified 
scale. 


The procedure followed was to assign 
mature senior engineers, with broad 
background in diverse operations, to 
discuss departmental activities on the 
spot with key men in charge of subor- 
ganizational units, and to make full use 
of the ideas and suggestions of the 
supervisors and executives directly in 
charge of the operations. For this pur- 
pose, the departments were broken down 
into their component activity units. In 
this way, even large departments could 
be covered by two engineers in the five 
months allotted to the sampling, since 
the pyramid of executive control did not 
embrace an unmanageable number of 
key executives with whom extended in- 
terviews were required. 


The engineers personally observed the 
actual operations in the units covered, 
reviewed work loads, and discussed 
manpower requests. As stated, their ob- 
jective was, in addition to their own ob- 


servations, to elicit from the key men 
themselves suggestions as to opportuni- 
ties for manpower reduction. In some 
cases employees not in the supervisory 
level were also found to have excellent 
ideas for greater efficiency. 


A brief questionnaire form was de- 
veloped by means of which specific 
statements were obtained from every 
major and minor executive interviewed, 
that is, from every man responsible for 
the work of a considerable group of sub- 
ordinates in any organizational unit, on 
just how a reduction in work force of 
as much as 20 percent might be accom- 
plished without the elimination of any 
of the functions now being performed 
by the subdivisions of the departments 
studied. 


It must be emphasized that this was 
not the usual “questionnaire study.” 
The questionnaire forms were used 
more as a checklist than as a question- 
naire, in conjunction with intensive 
face-to-face discussions with the execu- 
tives and: supervisors involved, and the 
discussions themselves were based on 
field observations by the engineers. In 
each case at least two interviews were 
involved—the first to acquaint the ex- 
ecutive with the study and to leave the 
questionnaire for his careful review, 
and the second (made after the engineer 
had seen the actual operations) to dis- 
cuss the executive’s filled-in question- 
naire. In this way, 100 percent return 
of questionnaires was obtained. All of 
this, of course, was preceded by full 
clearance from above. 


In many cases the response, made 
upon the second interview and ‘“con- 
firmed” by the first draft of the filled-in 
questionnaire, was that no savings were 
possible and that in many cases 
more personnel was required. However, 
where the experienced observation by 
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the engineer indicated that something 
really could be done (perhaps by certain 
combinations, simplifications, or elimi- 
nations) the first conclusion of the ex- 
ecutive or engineer was not accepted, 
and detailed discussion was entered into. 
In a great majority of cases this re- 
sulted in a compromise, with the execu- 
tive conceding the practicability of 
savings and agreeing to a revision of 
the way the questionnaire was filled in. 


EXAMPLE: “Why do you need a 
cook and two assistants in this com- 
missary, when a similar operation in 
your Department downtown, hand- 
ling 50 percent more meals, requires 
only one assistant?’ 

Final recommendations were thus in 
practically all cases based on agreement 
with those executives who, after the 
interviews, countersigned the question- 
naire, indicating their agreement on 
manpower economy suggestions. How- 
ever, the engineers assumed complete 
responsibility for the Reports. 


The recommended savings were 
brought together in highly concentrated 
reports showing, item by item, the ac- 
tual position titles where, in the opinion 
of the engineers, savings would be ef- 
fected without sacrificing any essential 
services. 


EXAMPLE: The Laundry, under the 
direction of a Superintendent of 
Laundries, has three Laundry Fore- 
men, one of whom is a provisional 
employee. Giving consideration to the 
layout and facilities available, the 
provisional foreman should be re- 
leased at a saving of $2,616 per year. 


EXAMPLE: The use of a cash regis- 
ter which separately records fare and 
tax at the vehicular booths would 
eliminate the need of an additional 
Clerk, Grade 2, in the Cashier Sec- 
tion, where two such clerks devote 

the major portion of their time to 
computation. 


The engineers were asked to report 
opportunities for major management 
improvements which came to their at- 
tention in the course of their manning 
review. These, however, were not con- 
sidered to be suggestions for dealing 
with manpower matters. 


The five departments covered in this 
test survey had together a personal 
service budget at the time of the study 
of some $33 million. Manpower savings 
for which the engineers indicated spe- 
cific reductions totaled $1,576,000. Man- 
agement improvement savings, esti- 
mated by the engineers on the basis of 
their observations, and other oppor- 
tunities requiring further study totaled 
another $872,000. 


It must be reported that violent ex- 
ception was taken to many of the 
specific opportunities for reductions sug- 
gested, especially in the Department of 
Corrections, where it was claimed that 
many of the changes in manning would 
have involved security risks by sub- 
stituting civilian personnel for security 
officers. (However, it must be remem- 
bered that even here the suggested 
economies were based on agreement 
with seasoned men in charge.) Objec- 
tions were advanced by the Bureau of 
the Budget on the ground that these 
exploratory studies, based on a “blitz” 
technique, were invalid because they 
did not rest upon exhaustive proce- 
dural analyses. While we recognize the 
validity of certain of these criticisms, 
we recognize also that this technique 
has been useful in many private busi- 
nesses and that in time of financial 
crisis there is justification for making 
use of every possible approach to man- 
ning-table control. 


It is realized that resistance by op- 
erating officials must be expected in 
studies of this sort. However, it must 
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be reiterated that the results, which 
were brought together in the five 
Reports, represent more than a quick 
review of two engineers at work for a 
few weeks in each department. They 
represent the combined thinking of 
many men directly in charge of oper- 
ations, who in the majority of instances 
have very high seniority. These men 
discussed their operations with the 
engineers and advanced many of the 
suggestions made. However, the Reports 
are not merely a collection of question- 
naires. 
weighed the results in the light of their 
own experience and judgment. 


The inherent limitations of a quick 
intensive study of this sort are fully 
recognized, and the results are not to 
be construed as a definite prescription 
for specific savings, since operating offi- 
cials may adduce valid objections to 
some of the suggestions. They do repre- 
sent the mature judgment of qualified 
engineers, who brought an outside view 
to bear on operations and who ques- 


tioned and doubly questioned the justi- . 


fication of existing manning in every 
activity reviewed. When men of this 
sort are brought in from the outside, 
their observations on general proce- 
dures are significant, even though not 
the result of exhaustive analysis, and 
Should not be dismissed out of hand. 


Despite objections which have been 
raised on specific items, it is submitted 
here that the results as a whole should 
be looked upon as a very practicable 
guide for economies, which must be 
given serious consideration by top op- 
erating executives. 


In the light of the foregoing it is 
strongly urged that a City-wide man- 
ning-table study be undertaken imme- 
diately, following the general pattern 


In every case the engineers © 


of the pilot studies just described; but 
this study should be carried on with 
the direct participation of the depart- 
ments involved, and on a scale of inten- 
sity and depth of penetration of roughly 
two to three times those of the pilot 
studies, so that the reports as prepared 
will be accepted as definitive, specific 
action guides for economies to be un- 
dertaken immediately and carried to 
completion within the budget year. 
A step-by-step formula for such a City- 
wide survey is presented below. It will 
be noted that it calls for explicit back- 
ing by the Mayor himself and for the 
supplementing of City personnel with 
outside engineers. 


Eight-Point Program for Action 


(1) The Mayor should carry through 
the announced program of department- 
by-department analysis along the lines 
here described. He should continue to 
put the full weight of his office behind 
the program, pointing out that the only 
way money can be found to provide ade- 
quate pay for those required to do the 
work is to be sure that no unnecessary 
surplus in manning is permitted to 
exist anywhere. 


(2) A small committee of top-level 
officials should be made responsible for 
carrying out the program. Presumably 
this could be the present Mayor’s Board 
of Management Improvement. Detailed 
co-ordination of the program should be 
put in the hands of the Budget Director, 
who could delegate either his top budget 
examiner to the work, or the head of the 
Division of Analysis, or some other 
management man of equal rank. 


(3) Each commissioner should be 
called upon to make his deputy com- 
missioner currently in charge of 
administration, or his top administrative 
officer if there is no deputy commissioner 
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with that responsibility, directly re- 
sponsible for the program within his 
department. If the department has an 
analysis unit, the chief of that unit 
could report to the deputy commissioner 
and be in charge of the detailed opera- 
tion of the program. The responsibility 
would, however, remain with the deputy. 


(4) To do this job the City might 
well supplement its own forces at cer- 
tain points with outside engineers. 
These engineers could be specially re- 
cruited for the work, or one or more 
recognized consulting firms could be em- 
ployed. But in any case they should 
report directly to the Budget Director. 
In each case the engineers should be 
responsible for the general supervision 
of the work in the departments and 
should personally observe key opera- 
tions in the departments. Emphasis is 
here placed on the employment of the 
outside engineers because: (a) mature, 
broad-gauged experience in widely dif- 
fering operations in private industry 
should be brought to bear upon inter- 
preting the data, conclusions, and sug- 
gestions submitted by the key executives 
and supervisors in the department; (b) 
the outside viewpoint will serve to chal- 
lenge traditional ways of doing things; 
(c) the work will not bog down because 
of interposition of day-to-day activities 
or operating emergencies; and (d) 
greater objectivity will be assured. 

Furthermore, there is an advantage 
in calling in such a group of temporary 
consultants, because the work to be 
most effective should be set up at this 
time as a short-time peak load, rather 
than as a long-term permanent activity. 


(5) The general procedure followed 
in the pilot studies should be adopted. 
However, the new studies should be 
more extensive and more intensive. At 
least twice the amount of engineer- 


hours, and perhaps three times, should 
be scheduled than were applied to the 
pilot studies. Also, greater participation 
by the rank and file of the employees 
should be sought in line with the recom- 
mended new personnel policy of the City. 


(6) The results of the studies should 
be brought together in the same terse, 
unit-by-unit fashion as was done in the 
pilot studies, naming the positions that 
could be combined or eliminated, noting 
particularly out-of-title work, and call- 
ing attention to opportunities for gen- 
eral management improvements and for 
further management studies. 


(7) The reports should be the re- 
ports of the engineers, not of the deputy 
commissioners or other departmental 
executives charged with the work. 
Every endeavor should be made to se- 
cure agreement, aS was done in the 
pilot studies. Where the engineers differ 
on important matters, this should be 
pointed out. 


(8) After the reports are in, every 
commissioner should be asked to hold 
conferences with his key executives on 
the report pertaining to his department 
and to submit to the management com- 
mittee in charge his over-all comments, 
together with a time-table for making 
the economies indicated. 


Relation of Manning Study to Other 
Recommendations 


It is to be noted that this emergency 
belt-tightening operation is presented 
as a next step in meeting the existing 
financial crisis of the City. While this 
operation is designed as a program for 
the early months of 19538, it should not 
be done once and forgotten. The ap- 
proach is something that should be 
repeated with each budget - making 
period and should develop an attitude 
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toward programs, manning, and econ- 
omy in all City services. 


The proposed program is also directly 
related to other recommendations of the 
Mayor’s Committee on Management 
Survey. We believe that every dollar of 
the savings secured from this belt- 
tightening operation should be immedi- 
ately allocated to: (a) maintaining the 
salary increase program in accordance 
with the recommendations contained in 
Chapters II and IV of this Report, and 
(b) reducing the gap between antici- 


pated revenues and expenses, beginning - 


with the year 1953-54. This should be 
understood by all concerned. 


Furthermore, this program will not 
supersede the “position controls’ now 
maintained by the Board of Estimate 
through the Director of the Budget in 
the enforcement of accruals, although 
in due course we do recommend a new 


approach to this problem in our sugges- 
tions for the development of depart- 
mental autonomy and the program 
budget. But for now the accruals con- 
trols must remain. | 

Finally, it should be noted that the 
recommendations presented elsewhere 
for a modern personnel administration, 
particularly for the new training and 
transfer services, will have an important 
part to play in adjusting the service of 
individuals so there will be a minimum 
of personal hardship involved in the 
displacements caused by reducing ex- 
cessive payrolls in certain of the de- 
partments and activities. In many cases, 
but not all, the normal turnover plus 
the retirement of the superannuated 
will bring payrolls into balance within 
a reasonable time. Where this is not the 
case, very special efforts will be required 
to protect civil servants who have long 
been in the employ of the City. 


Vil. EFFICIENCY MACHINERY 


What organized agencies of govern- 
ment does the City of New York require 
to keep everlastingly after these prob- 
lems of economy and efficiency? How 
can management arms be created within 
the structure of the City government 
which will turn up instances of ineffi- 
ciency and will set in motion the correc- 
tives which are required? In other 
words, how should we organize the 
management improvement program of 
the City? 


Fortunately, the City of New York 
launched its present ambitious manage- 
ment improvement program in 1946, so 
that a great deal has already been done 
through the agencies of the Bureau of 
the Budget, its Division of Analysis, the 
departmental analysis units, the May- 
or’s Executive Committee on Manage- 


ment and the Board of Management 
Improvement. 


In view of this productive experience 
and the analysis of the efficiency and 
economy problem in the government of 
this City presented in the foregoing sec- 
tions of this chapter, it is possible to 
sketch out a more comprehensive ap- 
proach than has been possible in the 
past. 


Checks and Balances for Good 
Management — 


Tyranny was banished from govern- 
ment by building into the structure of 
government certain checks and balances 
developed by our politically inventive 
forefathers. These devices included the 
division of powers, frequent free elec- 
tions, secret balloting, party accounta- 
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bility, published laws, due process of 
law, judicial precedents, and set pro- 
cedures for open hearings and decisions, 
as well as federalism. We have added 
to these such additional fundamental 
procedures as budgeting, the independ- 
ent audit, the merit system, and home 
rule. Under proper conditions of public 
enlightenment, economic security, and 
professional responsibility, these ar- 
-rangements are giving us a freedom 
from tyranny and a flexible self-govern- 
ment more successful than anything in 
prior history. 


What we are now Seeking is similar 
checks and balances which will free us 
from recurring waste and inefficiency, 
particularly in big governments with 
their big management problems, their 
big pressure groups, and their big 
bureaucracies. 

Some have thought that a new divi- 
sion of powers is called for in this effort, 
such as outside state supervision, inde- 
pendent boards of control, and auditors 
with the power to stop any activity on 
the basis of their judgment as to its 
wisdom. However, experiments along 
these lines have not been successful 
either in government or in business. They 
destroy effective responsibility, which 
is even more essential for good man- 
agement. Those who have made this the 
‘subject of the deepest analysis now hold 
that few true management improve- 
ments can be produced “automatically” 
or “from the outside” through legal 
mandate or administrative compulsion. 
They, therefore, lean toward a system 
under which the foundation of manage- 
ment improvement is laid directly in the 
basic structure of the top and middle 
management. 

With all the inescapable responsibil- 
ity which now attaches itself to top 
management in any large governmental 


enterprise, the chief executive requires 
for his own safety and protection the 
recognized tools of effective manage- 
ment. These include not only general 


- control over the operating structure, 


that is, the executive branch, but also 
the organized instrumentalities of plan- 
ning, budgeting, personnel administra- 
tion, reporting, and the protective mech- 
anism of the independent audit. Only 
through these devices can a manager 
exercise his management powers with 
vigor, knowledge, dispatch, and safety. 

While at this point we are dealing 
only with one aspect of this problem, we 
mention the other protections to show 
where the management improvement 
program fits into the total picture. 
While auditing on the foundations of 
accounting produces money-accounta- 
bility, it is the management improve- 
ment program which brings’ the 
hard-driving spendings officers to under- 
stand and respect their chief’s equal 
concern for management efficiency and 
economy as a protection for the integ- 
rity of his total administration. 


A New Program for New York City 


Following this line of analysis, the 
Mayor’s Committee on Management 
Survey presents five required next 
steps in the development of the manage- 
ment improvement program of the City 
of New York: 

(1) We recommend that there be 
established in the Office of the Mayor a 
new bureau to develop over-all govern- 
mental programs, dealing with such 
broad program matters as are listed 
above.* It would be entitled the “Man- 
agement Program Bureau” and would 
report to the Director of Administra- 
tion, whom we have recommended as 
the aide of the Mayor entrusted with 


*Pp. 37-40. 
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general city management. The chief of 
the bureau might well be a career civil 
servant detailed for the purpose, as 
would some of the members of the 
bureau staff. This would be a small, 
swift-moving staff of high competence, 
in recognition of the fact that most of 
the initial development of programs and 
most of the research would be done in 
the departments. 


The Program Bureau would go to 
work whenever a new major problem 


became visible on the horizon, be it in 


taxation, transit, traffic, housing, crime, 
health, welfare, State-relations, or any 
other area. The Program Bureau’s first 
effort would be to find out what the 
departments most concerned are think- 
ing and doing about an emerging prob- 
lem. If this were adequate and promised 
a solution, the bureau could turn to 
something else. But if several depart- 
ments are involved, as is usually the 
case, or if nothing adequate is being 
done, or negotiations with the State or 
‘with Washington prove necessary, then 
the bureau would serve on behalf of the 
Mayor to co-ordinate, lead, and fill in 
the gaps by its own efforts where neces- 
sary, and draft a comprehensive pro- 
gram of action. The entire purpose 
would be to make it possible for the 
Mayor and the City to develop plans 
for action in any complicated area be- 
fore a crisis arises, so that action may 
be orderly and effective. In other words, 
this bureau would make it possible for 
the Mayor really to do a job which is 
his now, but which no Mayor can now 
perform adequately because of the lack 
of time in the working day and the 
tremendous amount of pressure falling 
on his office. It may well prove desirable 
from time to time for the Program 
Bureau to retain outside consultants, or 
to assemble groups of qualified advisors, 


whose function would be to examine 
emerging problems and present entirely 
detached and technical recommenda- 


tions for action and reform. When 


matters of broad policy are under con- 
sideration, the bureau might find it use- 
ful to bring together as advisors leaders 
of business, finance, labor, civic, social 
and religious groups. 


The Management Program Bureau 
would not be involved in the review of 
irregularities. These would continue to 
be-the responsibility of the Department 
of Investigation. 


(2) As indicated above, we recom- 
mend the continuation and strengthen- 
ing of the Division of Analysis and its 
retention in the Bureau of the Budget. 
The work of the division would be 
sharply focused upon: (a) organiza- 
tional planning and review; (b) meth- 
ods analysis; and (c) the development 
of operational standards. In the latter 
two categories the functions of the di- 
vision would be to stimulate, lead and 
co-ordinate departmental work just as 
soon as these become delegable func- 
tions. The work in methods and proce- 
dures can even now be delegated to most 
of the larger departments. The work 
on standards will require direct action 
for the next few years as it is still a 
pioneer effort. 


The division should recognize the 
need of strengthening its technical and 
engineering staffs to handle such matters 
as the fuel conservation program, along 
the lines suggested to the Mayor’s Com- 
mittee on Management Survey by Per- 
cival Moses and Dean Mario Giannini. 


The division under such a program 
would not be staffed to make all the pro- 
cedural studies that are needed, but in 
this area would furnish highly compe- 
tent professional guidance to the depart- 
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mental management improvement staff 8, 

based on wide experience throughout 
the City and on acquaintance with prac- 
tices in private business. Staff members 
should spend a certain amount of time 
outside the City, observing methods in 
private business. 


(8) The analysis units in the several 
departments should be continued and 
strengthened. These units should be 
attached directly to the departmental 
budget officer or to the deputy for ad- 
ministration, and should confine their 
endeavors to methods and procedures, 
referring organizational matters to the 
central Division of Analysis. 


The departmental analysis unit, so 
placed, would be in a logical position to 
work on all of the procedures and meth- 
ods problems that are so important to 
the day-to-day operations of the depart- 
ment. The unit director would be in 
close touch with the Bureau of the 
Budget. All the department’s procedures 
and routines would be under his eye. 
He would be the one to see that reports 
that should be rendered in quadrupli- 
cate are, that the forms required are of 
efficient design, that mechanized equip- 
ment is not eating itself up in idle time, 
that performance standards are setup 
and followed and so on ad infinitum. 


(4) Under the leadership of the 
Chief of the Division of Analysis there 
should be established a Municipal Man- 
agement Council made up of the depart- 
mental analysis unit directors. This 
would become the focus of the interde- 
partmental exchange of management 
ideas and of the leadership of the cen- 
tral Division. 


(5) Within each major department 
we see the need for an extremely high- 
caliber technical aide in charge of basic 
programing for the department. This 


was explicitly suggested in the course 
of our survey, for example, by the 
American Public Health Association 
with respect to the Health Department. 
The APHA suggested that the first 
order of business of such an aide would 
be the implementation of the broad pro- 
graming plans outlined in the Health 
Department survey Report. The authors 
of the Report very soundly concluded 
that without such a program aide of 
recognized caliber and status, reporting 
independently to the chief executive of 
the department, there would be a very 
good chance that their labors would end 
up as just another report to be shelved 
and forgotten. 


Such a technical aide to the commis- 
sioner would fulfill, vis-a-vis the depart- 
ment, the same function which the head 
of the City-wide Program Bureau 
would fulfill for the Office of the Mayor. 
At the department level the program 
aide might have the full or part-time as- 
sistance of certain types of specialists, 
such as a high caliber statistician, but 
would not require extensive staff for 
field work, since his own work would 
be primarily analytical and interpretive, 
not one of information gathering or 
procedure installation. He would draw, 
where necessary, upon the help of the 
department’s analysis unit and on other 
units for departmental data. He would, 
obviously, be in on the top counsels of 
the department. And if he is of the cali- 
ber required for the job here envisioned, 
no commissioner would want to hold a 
departmental meeting on matters of 
basic policy without his participation. 


Economy Program in Summary 


While the word ‘‘economy” means dif- 
ferent things to different people, we 
have identified six kinds of economy in 
the words of those who talk about gov- 
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ernment. Of these, the Mayor’s Com- 
mittee on Management Survey has di- 
rected its attention to three: activity 
control, methods improvement, and ad- 
vance management planning. We have 
not been concerned with cheapening 
services, advocating short-sighted and 
fallacious economies, or in knocking out 
hypothetical expenditures which would 
never have been made under any cir- 
cumstances. 


We recognize that the pressure for 
efficiency and economy in government 


is inevitably less forceful and effective | 


than it is in most private business, 
largely because government does not 
operate in a highly competitive, cost- 
conscious world. However, we believe 
that in government more can be done 
than in the past to develop substitutes 
for such pressures and to make uSe of 
the other known incentives for efficiency 
and economy. 


With this in mind we present the 
case for and the method of achieving 
more adequate control over govern- 
mental programs and activities. We do 
not attempt to say that any specific ac- 
tivity is, or is not, desirable, but we do 
indicate how the machinery of govern- 
ment can be set up and operated to 
reach such decisions effectively, rather 
than by accident. Following this, we 
turn to the problem of securing econ- 
omy and efficiency through better meth- 
ods, better supervisory follow-through, 
and a comprehensive City-wide study of 
manning-tables. , 

To carry forward such a program 
for the future, New York needs to 
strengthen its machinery for manage- 


ment improvement and economy enforce- 
ment. This is to be done, in our 
judgment, not by introducing new, out- 
side checks and balances, but by building 
five devices into the structure of the 
City government even more solidly than 
in the past: anew Management Program 
Bureau in the Office of the Mayor; the 
Division of Analysis in the Bureau of 
the Budget; the analysis units in the 
several departments; a new interdepart- 
mental Management Council, to be de- 
veloped by the Bureau of the Budget; 
and a new program technical aide for 
each major commissioner. | 


This machinery of government is the 
embodiment of the effort to devise and 
install within the structure of the City 
government corrective devices which 
will of themselves serve to detect and 
remedy deficiencies of management, and 
to supply from within some of the 
pressure for efficiency and economy 
which comes to free enterprise from 
without. 

The City of New York has been a 
leader in reaching for and installing 
improvements in management and has 
made some notable contributions over 
the years, of benefit not only to other 
governments but also to big business. 


Supplementing that program with the 
28 specific management recommenda- 
tions of this chapter will, in our judg- 
ment, not only give the City immediately 
the benefits of greater efficiency and 
economy, but it will also lay the basis 
for continuous improvement over the 
next decades.* 


* The 28 points referred to are the num- 
bered “action” recommendations on pp. 40-57. 


CHAPTER IV 


Personnel Management 


The conduct of government in the 
City of New York requires a big work- 
ing team of over 221,000 men and 
women, each trying to do his or her own 
job. The City government is the largest 
single business enterprise operating 
within the five Boroughs, although some 
larger enterprises have parts of their 
operations here, such as the Federal 
government, the American Telephone 
and Telegraph Company, General 
Motors, and a few other business giants. 


As a government, New York City 
ranks second on this continent only to 
the United States government, but New 
York City has more civil employees in 
one place, within its own City limits, 
than the national government has in 
Washington, D. C. Of all the people 
gainfully employed in New York City, 
one in sixteen is working for the City 
government, engaged in extending City 
services to the other fifteen and their 
families. 


Personnel and Management 

Whenever any enterprise employs 
more than a handful of personnel, that 
enterprise must give special attention 
to the conditions under which those 
people work so that they will not only 
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serve effectively but may also give to 
the work their full energy and loyalty. 


The bigger an enterprise is, the more 
danger there is that the team spirit will 
be lost, both because the management 
does not know the workers individually, 
and because the workers do not know 
what the team is supposed to do or feel 
that what they do has little effect upon 
what is accomplished, or upon what pay 
they receive. 


The gap between indifferent service 
and vigorous loyal service is very large, 
even measured in dollars and cents. A 
normal healthy person who really fits 
his job and is interested in getting re- 
sults may easily do two to three times 
as much as one who is not. This is es- 
pecially true in administrative and cleri- 
cal work which involves a lot of brain 
work (rather than machine tending), 
and demands accuracy, initiative, and 
intelligent and co-operative self-direc- 
tion. 


After many years of trying to meet 
these problems in big business and in 
big government, it has been found that 
these matters call for systematic and 
organized attention not only by the top 
management but by every level of super- 
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vision. Good service does not come by 
accident. In fact, the development and 
maintenance of a good working team is 
partly the responsibility of the immedi- 
ate supervisor, who lays out and super- 
vises the work and enforces discipline, 
and partly of top management, which 
fixes pay rates, determines leave policy, 
arranges for recruiting and hiring, looks 
after lighting and ventilation and other 
work conditions, maintains a safety and 
health program, establishes training 
and transfer procedures where needed, 
develops a retirement plan, handles 
grievances and appeals, and provides 
incentives for high morale and produc- 
tion. 

Compensation is not the only incen- 
tive for productive work, even in public 
service, but it is a matter of such im- 


portance in any employment relation- 
ship that it must be given continuous 
and expert attention. Few failures in 
personnel administration are so destruc- 
tive of morale as the failure to give 
equal pay for equal work, in line with 
community standards and at least at the 
prevailing rate for a given line of work, 
where this can be determined. 


Recognizing these two main points, 
this chapter is divided into two main 
parts, the first dealing with the organi- 
zational and management relationships 


_ which are required, and the second with 


the problem of compensation. 


A third section deals with recruitment 
of manpower for management, and our 
conclusions are then presented in the 
final section of this chapter. 


I. ORGANIZATION 


How shall the government of the City 
of New York be organized to handle 
personnel administration? The answer 
is found both in the nature of the work 
to be performed and in governmental 
and applicable business experience. 
These factors are developed in the fol- 
lowing pages. 


Nature of Personnel Functions 


The personnel functions are now rec- 
ognized as a major and inescapable re- 
sponsibility of the top management. The 
responsibility is exercised through two 
lines of leadership: (1) the supervisory 
system which reaches down to the 
workers and endeavors to maintain good 
teamwork, good scheduling of work, 
good work standards, good productivity, 
_and a high level of shop morale; and (2) 
the central personnel administration 
which handles recruitment, training, 
pay problems, standard leave policies, 


disciplinary appeals, labor negotiations, 
health and safety programs, working 
conditions, other special award and in- 
centive plans, and general morale-build- 
ing activities. The top management, 
under such a system, regards maintain- 
ing teamwork as one of its most im- 
portant duties and achieves its ends 
through both of these channels, corre- 
lating them so that the final result will 
be the greatest possible success. Where 
this is the guiding philosophy and struc- 
ture of management, the work relation- 
ship becomes not only a highly produc- 
tive but also a healthy and happy human 
society. In fact, the two go together. 


Special Problems in Government 


In government there is another prob- 
lem—the problem of political patronage. 
Years ago elected politicians tried to 
build political machines designed to win 
elections by appointing as many of ‘“‘the 


———— 


faithful” to the public payroll as they 
could. After each election the public 
offices were “cleaned out” and new per- 
sons were selected for all jobs, from 
janitors to accountants, lawyers, engin- 
eers, and teachers. To put an end to this 
practice, many cities and states and the 
Federal government adopted Civil Serv- 
ice reform, beginning here in New 
York and in Washington in 1883. 


The purposes of Civil Service reform 
were to put a stop to such house clean- 
ing after each change of party and to 
secure qualified employees, by establish- 
ing tenure in office and by making ap- 
pointments only after competitive 
examinations designed to find the best 
qualified applicants. Civil Service Com- 
missions were set up to administer and 
police these merit system laws. As was 
appropriate for such a task, the Com- 
missions were made up from both the 
majority and the minority parties, so 
that no one could “steal the show.” 


It was a slogan of Civil Service re- 
form to “take appointments out of 
politics” and thus to free the public 
service from the spoils system. In doing 
this, great reliance was placed on written 
competitive examinations for each 
and every post and for each and every 
promotion. The appointing officer still 
made the appointment, but he was 
limited to one out of three names at the 
head of a list, secretly prepared for him 
by the “independent” Civil Service 
Commission without consulting him on 
the examinations to be given; and it 
was made extremely difficult for the 
administrator of a program to employ 
persons especially fitted to his work re- 
quirements, or to shift, discharge, or 
discipline any employee once appointed. 
To stop politics, both the entrance and 
the exit doors were pretty well bolted. 
This came to be known as “the merit 
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system.” The merit system has the 
vigorous support of the reformers and 
of the public and is now strongly de- 
fended by the rank and file of the public 


- employees as a protection for their own 


status under the law. 


Another important change in recent 
decades which has lessened the influence 
of politics on appointments is the devel- 
opment of professionalism. With each 
year more and more tasks in City work 
become specialized and professionalized. 
It takes competence and _ specialized 
training to fill 75 to 80 percent of the 
positions of the City today. A generation 
ago this was less true. This change 
makes it less and less possible to use 
City appointments for patronage pur- 
poses and, at the same time, more and 
more important to pick persons on the 
basis of their special fitness and experi- 
ence. 


As the result of Civil Service reform 
and the gradual spread of professional- 
ism, the evil of political patronage has 
been greatly reduced. However, it is still 
a constant danger which must be guard- 
ed against in all governmental jurisdic- 
tions. Any positions which are not under 
the competitive Civil Service, particu- 
larly the nonprofessional posts, are 
always in danger of misuse for political 
purposes. Every exempt, noncompeti- 
tive, and “provisional” position must be 
under continuous scrutiny and must be 
open for public examination at all times 
as a protection of the merit system. 
Similarly, the promotion system re- 
quires constant surveillance to keep out 
polities, without destroying real incen- 
tives and the leadership influence of 
supervisory personnel. 


Career Civil Service 


Soon after World War I it was recog- 
nized that the abolition of the spoils 
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System was not enough and that the 
negative program of preventing rotation 
by guaranteeing tenure, and of prevent- 
ing unqualified appointments by giving 
written examinations, was failing to 
give us a real merit system. And during 
the War great strides were made in 
using other types of examinations, such 
as the ‘“‘short answer” and psychological 
tests, and in evaluating training, experi- 
ence, and personality traits by “scien- 
tific’? methods. 


But the chief new idea which devel- 
oped was the idea that government 
should seek not only people who could 
pass a test for a defined position on a 
given day, but also for outstanding 
people with initiative, imagination, and 
drive, who have the capacity for growth 
and whose incentive would be an ascend- 
ing career of competence and responsi- 
bility in the service of the public. This 
new program adopted the slogan of a 
“career merit system” and sought to 
find people for career ladders, not for 
specific pigeonholes as under the old 
system. The new emphasis on Careers 
also produced important improvements 
in classification, with career programs 
based on professional development and 
similar groups of positions. It intro- 
duced new concepts and techniques in 
examinations, systematic pay grades, 
regular pay increments, probationary 
service, and training programs; and it 
greatly accentuated the efforts to make 
provision for promotions, retirements, 
pensions, and safety and health pro- 
grams. 


The career idea has added a great 
deal to the effectiveness of Civil Serv- 
ice administration. 


Personnel Management 


The next stage of advance in Civil 
Service administration is now being dis- 


cussed over the country and is being 
tried partially and experimentally in 
various jurisdictions. This may be de- 
scribed as “‘personnel management,” be- 
cause it differs from the prior pattern 
in that it is based on the belief that per- 
sonnel administration is an inseparable 
part of general management, not some- 
thing which can be taken out of man- 
agement and handled by some “outside” 
body. This leads to the practice of re- 
garding personnel administration as 
something which must be directly asso- 
ciated with the chief center of general 


- management. The main problem is not 


one of enforcing the law, or policing the 
merit system, but one of creating from 
top to bottom high morale and an effec- 
tive working team. 


In business this is accomplished by 
creating a personnel department and 
placing in charge a vice-president or 
some other immediate assistant of the 
general manager. In government the 
method now advocated by some is to 
establish one man in charge of personnel 
administration under the immediate 
direction of the chief executive. 


Because of the Civil Service Commis- 
sion tradition and the continued danger 
of patronage in the public service, there 
is as yet, however, no agreement on the 
best way to accomplish this change. 
Most of the public administration au- 
thorities have urged that this is to be 
done, first, by setting up one man as 
“Personnel Administrator” and giving 
to him all the administrative work of 
the Civil Service Commission. Second, 
it is contemplated that this man will 
work directly and continuously with the 
chief executive in the same way that a 
budget director now does in the field of 
finance. Third, the work of the personnel 
department is greatly expanded beyond 
the Civil Service Commission concept by 
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adding all the constructive and positive 
_ work which has generally been neglected 
by the purely negative program of the 
past. Finally, each major department is 
equipped with its own personnel officer, 
working directly with the administra- 
tive head of the department to help him 
and his bureau chiefs to establish good 
teamwork as part of their daily manage- 
ment. 


In Washington, partly as a result of 
the recommendations of the Hoover 
Commission, the head of the personnel 
department is also the chairman of the 
Civil Service Commission. He is ap- 
pointed by the President and serves 
virtually as a member of the President’s 
top management team, along with the 
Director of the Budget and the White 
House staff. 


In Albany a professional administra- 
tor of personnel has now been created, 
appointed by the Civil Service Commis- 
sion, which delegates its administrative 
functions to the administrator. In 
several other states even more power 
is given to the personnel administrator, 
and the Commission is either abolished 
or changed into a rule-making and ap- 
peals body, or into an advisory body 
concerned only with the preservation of 
the merit system. A recommendation 
along this line was presented with the 
endorsement of the Governor late in the 
last Legislative Session in Albany; it 
was rejected, although it is understood 
that the matter will come up again. 


The most modern plan, in some ways, 
for any large jurisdiction was recently 
proposed by the Charter Commission in 
Philadelphia, although it was not 
adopted. Under the original proposal, 
provision was made for a professional 
and experienced personnel director, ap- 
pointed for a four-year term by the 
mayor from a list of three prepared by 


a Personnel Panel. This Panel was 
made up of the President of the Univer- 
sity of Pennsylvania, the chairmen of 
the boards of the Chamber of Com- 
merce and the Bureau of Municipal 
Research, and two designated labor 
union officials. The personnel director 
was a member of the Administrative 
Board, along with the mayor, the man- 
aging director (the city-manager dep- 
uty of the mayor), and the chiefs of 
the city’s financial and legal services. 
The Civil Service Commission was to 
be appointed by the mayor from a 
list proposed by the Panel, but for six- 
year overlapping terms. This Commis- 
sion adopts Civil Service rules, conducts 
investigations, and has the final word 
on appeals. Rules relating to classifica- 
tion, pay, and standard leave must be 
approved also by the Administrative 
Board. The members of the Commission 
were to receive $50 per meeting, the 
total not to exceed $3,000 per year, and 
were required to meet at least once a 
month. This proposal was changed be- 
fore adoption so that the personnel di- 
rector was dropped from the Adminis- 
trative Board and made an appointee, 
without term, of the Civil Service Com- 
mission, whose salaries were raised to 
$6,000 per year. 


Alternate Plans of Organizations 


As the result of these experiments 
and recommendations, we now have in 
state and local governments in the 
United States the following varieties of 
public personnel administration: 

(1) No merit system, with no 
Civil Service Commission and no per- 
sonnel director. 

(2) Civil Service laws guarantee- 
ing tenure of office, with a bipartisan 
Civil Service Commission appointed 
for overlapping. terms by the gover- 
nor, or the mayor, or the city 
council, and responsible for giving 
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examinations and preparing lists of 
eligibles for appointment. Under such 
plans the commissioners are generally 
full-time officials who _ personally 
handle the administrative work with 
the aid of a number of professional 
employees. 


(3) In recent years, to lessen 
administrative ineffectiveness, some 
Civil Service Commissions have con- 
centrated their administrative work 
in the hands of one man—either in 
the hands of the chairman of the 
Commission or in the hands of a pro- 
fessional personnel director. In either 
case there is a single full-time execu- 
tive for the operation, working under 
the control of the Civil Service Com- 
mission. 


(4) In a few cases including some 
states and city-manager cities, provi- 
sion is made for a personnel adminis- 
trator appointed by and responsible 
to the chief executive. Under this 
plan the Civil Service Commission 
becomes a rule-approving, hearings, 
or advisory body, concerned chiefly 
with keeping an eye on the Civil 
Service system and serving as a 
‘watch dog’ of the merit system. In 
a few cases where there is no such 
Commission or citizen board, the 
entire responsibility falls on the per- 
sonnel administrator, as in private 
business. 


Choices for New York City 


Inasmuch as every student of govern- 


ment and personnel administration is 
now agreed that there must be some 
form of merit system by law and some 
form of personnel administration for 
New York City, we now have the fol- 
lowing choices of management struc- 
ture: 


(1) A semi-independent, bipartisan 
Civil Service Commission, designed 
to be “outside” of politics and inde- 
pendent of the elected chief executive, 
enforcing the laws as a Commission, 
giving examinations and handing 
lists of eligibles to appointing officers. 
This is the Full-Time Commission 


form of organization, which we now 
have in New York City. 

(2) A semi-independent, bipartisan 
Commission with the same outside © 
status and scope, but with the oper- 
ating and administrative duties as- 
signed by law to the chairman, who 
thus becomes the chief executive of 
the Commission, in a position to work 
more closely with the chief executive 
of the government. This is the Chair- 
man-Administrator and Commission 
form of organization. The govern- 
ment of the United States has this 
form now. 

(3) A semi-independent, bipartisan 
Commission with the same outside 
status and scope of responsibilities, 
but delegating its operating and ad- 
ministrative duties to a single profes- 
sional officer known as a “personnel 
administrator.” Such a professional 
officer generally introduces many new 
and progressive personnel practices 
but cannot work with the chief execu- 
tive except through the Commission. 
This is the Commission and Profes- 
sional Administrator form of organi- 
zation. This is the form of organiza- 
tion existing in Albany. 

(4) A single personnel adminis- 
trator with all the duties of maintain- 
ing the merit system, enforcing the 
Civil Service laws, developing the 
constructive aspects of personnel ad- 
ministration, and working with an 
advisory part-time board to whom are 
generally but not always assigned the | 
final decisions on rule-making and 
quasi-judicial activities. This person- 
nel administrator is appointed by the 
chief executive on the basis of profes- 
sional training and experience, and 
he is expected to work closely and 
directly with the chief executive on 
all management problems involving 
personnel policy. This is the Admin- 
istrator and Rule-Making Board form 
of organization. The original Phila- 
delphia Charter proposal followed 
this pattern. 


Advantages and Disadvantages 


The strong points and the weak points 


of each of these forms of organization 
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have been stated for the Mayor’s Com- 
mittee on Management Survey by the 
Division of Analysis of the Bureau of 
the Budget, in their Report* prepared 


for the Committee. The problem is also . 


reviewed in the Sayre- Kaufman 
Report** and is commented on in the 
Griffenhagen Report.*** 


The Full-Time Commission form has 
several strong points: it is the tradition- 
al, time-honored form, backed by hun- 
dreds of court decisions and trusted by 
the employees as a firm defense against 
the worst forms of political favoritism. 
It makes the traditional provision for 
deliberative committee action on the 
quasi-legislative and the quasi-judicial 
actions by a board which is not repre- 
sentative of a single political party nor 
directed by the elected chief executive. 
The commissioners are not profes- 
sionals, but they are presumably con- 
scious both of public opinion and of the 
desires and needs of the employees and 
they regard themselves as “enforcers 
of the law” and defenders of the merit 
system both against political executives 
and against the internal Civil Service 
bureaucracy. 


However, long experience has shown 
that the Full-Time Commission form 
has been completely incapable of han- 
dling the modern task of personnel ad- 
ministration. It is a good instrument 
perhaps for enforcing and policing, but 
it is a complete failure for constructive 
personnel administration. In the first 


*See “The City of New York Municipal Civil 
Service Commission,” by Division of Analysis, 
Bureau of the Budget, City of New York, 
July, 1951. See also Volume II, Chapter VI, 
Section 7. 

** See “Personnel Administration in the Gov- 
ernment of New York City,” by Wallace S. 
Sayre and Herbert Kaufman, March, 1952. 
See also Volume II, Chapter VI, Section 6. 

***See “Classification and Compensation of 
the Service of the City of New York,” by 
Griffenhagen & Associates, September, 1951. 
See also Volume II, Chapter VI, Section 1. 





place, a three-man Commission cannot 
manage any large and complicated ad- 
ministrative operation expeditiously or 
well. This is painfully evident in New 
York City as elsewhere. Several Com- 
missions have been thrown out of office 
in recent years because of bungling 
management. The bipartisan feature 
has not in fact kept politics out; as Al 
Smith said many years ago, bipartisan 
arrangements often serve only “to give 
a double dose of politics.” The mitiga- 
tion of politics comes not from putting 
one member of another party on the 
Commission — a member carefully 
selected who will ‘‘work with” the 
majority — but from other provisions, 
the chief of which are the continuous 
searchlight of public opinion and the 
applicable provisions of law. Moreover, 
the frequently changed lay Commissions 
do not bring to the personnel task any 
particular knowledge or _ specialized 
ability, and they have not succeeded in 
having any particular impact on the 
basic operation of the staff over the 
years. It might even be argued that the 
Commission has been the scapegoat 
more than once, when the fundamental 
flaws in administration have resulted 
in firing the Commission, making the 
public think that something has been 
done although there has been no funda- 
mental change in policy or operations. 

Civil Service Commissions, including 
those in New York City, have been 
orphan departments, operating outside 
the family. They are generally given 
inadequate budgets and disgraceful 
offices and they are not consulted in the 
formulation of policies on wages, work- 
ing conditions, pensions, or safety, 
health, and training programs. As a 
result of these serious short-comings 
and the negative policing approach and 
the need to recruit at the lowest possible 
salary levels, most Civil Service Com- 


66 MODERN MANAGEMENT FOR THE CITY OF NEW YORK 


missions find it difficult to satisfy the 
various departments with the lists of 
possible employees whom they can cer- 
tify for the various payroll openings. 
In New York City every major com- 
missioner has testified over and over in 
the course of our management surveys 
to the frustrating failure of the City’s 
recruitment system, and every group of 
outside management engineers and con- 
sultants has pointed to inadequate per- 
sonnel as a major flaw in our City 
management. It is significant that the 
Civil Service Commission has stated to 
the Mayor’s Committee on Management 
Survey that “there is no Civil Service 
problem which could not have been 
solved with more money,” placing the 
blame entirely on finances and the 
budget. Yet the Commission has made no 
contribution to a solution of wage prob- 
lems, has exercised no leadership in per- 
sonnel matters, and has not been called 
in by the administration to give profes- 
sional or other advice on such matters. 


The reason is evident: the Civil Serv- 
ice Commission is not part of the 
management. It is designed to be and is 
“outside” the administration, in a help- 
less position of frustrated isolation. As 
we see it from the management stand- 
point, this is the inevitable consequence 
of the negative “take personnel out of 
politics” concept. It is also the result of 
trying to manage a big and professional 
job with a changing, three-man, lay 
Commission and an internal organiza- 
tion with no single chief executive. 


The Chairman-Administrator and 
Commission form overcomes certain of 
these serious difficulties. A single chief 
administrator is provided to direct the 
enterprise and serve as the direct con- 
necting link with the chief executive 
and, through him, with the departmen- 
tal chiefs. The chairman-administrator 


is selected by the chief executive for a 
fixed term as an administrator rather 
than as a professional (although in 
Washington the President has ap-: 
pointed a man who had long been prom- 
inent in Congress as a leader on Civil 
Service legislation, classification, and 
pay adjustments, and who enjoys a rec- 
ognized standing in Civil Service mat- 
ters). A chairman-administrator thus 
selected is a part of the chief executive’s 
top management staff, possibly becom- 
ing his chief advisor and assistant in 
the development and enforcement of 


‘personnel policies. 


The relationship between the chair- 
man-administrator and the Commission 
is like that now found in the Triborough 
Bridge and Tunnel Authority between 
the chairman and the rest of the board. 


Under this plan the chairman-admin- 
istrator sits with his two associates as 
the “Civil Service Commission” to deal 
with matters of policy, with rule-mak- 
ing, with appeals on hearings, and with 
the development of recommendations on 
new legislation. This can greatly over- 
load his work schedule, provided the 
Commission has a heavy load, and can 
leave the feeling that the chairman is 
participating in passing on his own de- 
cisions when they are appealed to the - 
Commission for hearing. While the 
other two members of the Commission 
are free to investigate the impartiality 
of ‘the administration and to expose 
abuses, they may find it difficult to ex- 
ercise surveillance over their own chair- 
man. 


It is probable that a chairman- 
administrator thus designated, and serv- 
ing directly in the official family of the 
chief executive, would be changed with 
each major change in administration. 
This would affect the continuity of per- 
sonnel policies. This might have both 
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good effects and bad effects, depending 
on the changes brought about. Continu- 
ity can easily become stagnation. 


The Commission and Professional 
Administrator form is a second method 
of making provision for a single execu- 
tive director for the operations of the 
Civil Service Commission. Under this 
plan the Commission continues to have 
all the legal responsibility for policy 
and for management, and the adminis- 
trator is the agent of the Commission. 
The link with the chief executive is not 
the personnel administrator but the 
Commission, so that the enterprise con- 
tinues to be largely ‘‘outside” the official 
top management family; Commissions 
with all their legal formalities and 
committee action do not fit into a man- 
to-man management relationship, par- 
ticularly when the members serve for 
overlapping terms and include one or 
more of the opposition political party. 


This plan does, however, make pro- 
vision for a professional personnel 
director, generally on tenure and selec- 
ted through the competitive Civil Serv- 
ice system. It is feared by some that 
a professional personnel administrator, 
not subject to removal except on 
charges, might become somewhat arbi- 
trary in such a situation, particularly 
after long service. 


Under this plan the Civil Service 
Commission is retained with its full legal 
prerogatives not only to see that the 
law is enforced but to pass on rules and 
regulations, to hear final appeals from 
the decisions of the personnel adminis- 
trator, and to conduct investigations 
into any matters they may desire. The 
position of the professional administra- 
tor vis-a-vis the Commission would be 
much like that of the Superintendent of 
Schools to the Board of Education, ex- 


cept that the personnel administrator 
would have permanent tenure. 


Under this plan it is difficult to define 
what is “administration,” and therefore 
within the responsibility of the profes- 
sional personnel administrator, and 
what is properly in the jurisdiction of 
the full-time lay Commission. The same 
difficulty has arisen in the Board of 
Education, where we have found exten- 
Sive invasion of daily administration by 
Board members to the detriment of good 
school management, although that 
Board is an unpaid and part-time body. 
An ingenious new method of overcom- 
ing this difficulty is suggested in the 
Report of the Division of Analysis 
referred to.* 


The Administrator and Rule-Making 
Board form is a third way of securing 
a single center of management in per- 
sonnel matters. It does so by placing 
all administration and responsibility for 
law enforcement in the personnel admin- 
istrator, and by limiting the board to 
its specified rule-making, appeals, inves- 
tigational, and watch dog functions. The 
fact that the personnel administrator is 
appointed by the chief executive rather 
than by the board makes it virtually 
impossible for the board to encroach on 
the management duties. This situation 
is further influenced by placing the 
board members on a part-time unpaid 
basis. 


The administrator, under such a plan, 
can be a professional personnel officer 
selected after competitive examination 
and appointed on tenure, or he can be 
an administrator not on permanent 
tenure and selected with specified per- 
sonnel management experience, or he 
can be a department head not on tenure 
and selected by the chief executive to 


*See Volume II, Chapter VI, Section 7, 
“Organization.” 
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serve at his pleasure, like any other 
department head. In any of these situa- 
tions the personnel administrator is the 
real center of personnel management. 
He is also in a position to work directly 
with the chief executive, particularly in 
the last two arrangements. 


The Civil Service Commission, under 
this plan, becomes a board excluded 
from all administration, but with its 
legislative, judicial, and investigatory 
powers defined in detail. 


The strong points of this plan are a 
single center of vigorous and prompt 
personnel administration, close working 
relations with the chief executive, and 
independent citizen group action on 
rules, appeals, and investigations. The 
dangers of the system are too great a 
yielding to political considerations, be- 
cause of the closeness to the elected 
chief executive, and a feeling on the 
part of the employees and the public 
that the personnel administrator is a 
ezar and the board a mere rubber 
stamp. 


A variation of this form has been 
suggested in the Sayre-Kaufman Re- 
port. Under this plan all the duties of 
Civil Service law enforcement and per- 
sonnel administration, including rule- 
making and appeals, would be placed in 
the personnel administrator. The citizen 
board would become purely advisory, 
but with broad powers of independent 
investigation and reporting. Such a 
board woud be considerably enlarged, 
to seven members, and would include 
civic leaders and representatives of 
educational, labor, business, and pro- 
fessional organizations. Thus the pro- 
tection from patronage and the reflec- 
tion of community and employee points 


of view are greatly strengthened, with- 
out taking away from the management 
responsibilities of the personnel admin- 
istrator or interfering with his rela- 
tions with the chief executive. Hearings 
and appeals, under this scheme, would 
be handled by a special appeals board, 
appointed by the administrator, or by a 
special hearings deputy, as is now done 
with much success in the Police and 
Fire Departments. 


Lack of Practical Experience 


In connection with the above obser- 
vations, it must be remembered that 
there is in fact little practical experi- 
ence on which to go, except as to the 
long and well-documented failure of 
three-man Civil Service Commissions 
as personnel administrators under 
modern conditions. The rest of the argu- 
ment is based on analogies with private 
business and with other types of public 
administration, or on a few very recent 
experiments in Washington, D. C., the 
states of New York, Massachusetts, 
Wisconsin, Connecticut, and a number 
of city-manager cities which are small 
and relatively free from politics in com- 
parison with New York. The only big 
city with a somewhat modernized Civil . 
Service setup is Philadelphia, which has 
a commission and professional adminis- 
trator, as explained above, and a guar- 
anteed budget support set by charter 
requirement at one-half of one percent 
of the total city payroll appropriations. 
This new system went into operation in 
January, 1952. , 


We now turn to the discussion of 
compensation and classification prob- 
lems, following which our general 
conclusions on organization and com- 
pensation are presented. 
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Hl. COMPENSATION 


The personal services bill of the City 
of New York for the year 1952-1953 
will be $1,137 million. This includes the 
salary items of the City budget, plus 
$138 million for City contributions to 
pensions, $210 million for transit em- 
ployees, $2 million for Triborough 
Bridge and Tunnel Authority payrolls, 
and $3 million for health insurance. The 
transit and the Triborough employees 
are not covered in the City budget, 
as is explained in Chapter V. The 
percentage of the normal City budget 
which is devoted directly to salaries 
and wages is 53.5. This is typical of the 
larger American cities, the exact pro- 
portion depending largely on the per- 
centage spent for debt service, public 
utilities, and contract services. 


Because of the importance of the 
salary item in the City budget, and the 
significance of personal service pay- 
ments in the employment relations of 
the City and in the effectiveness and 
morale of the City’s manpower, the 
Mayor’s Committee on Management 
Survey has surveyed the compensation 
problem with great thoroughness. 


Compensation Surveys Made 


The basic study on salaries and wages 
undertaken for the Committee was con- 
ducted by Griffenhagen & Associates, 
except for the uniformed forces in the 
Fire and Police Departments, which 
were covered in the study of the Insti- 
tute of Public Administration. Both of 
these Reports contain extensive com- 
parative and analytical material drawn 
from other governmental jurisdictions 
and from private employment in the 
New York area. The Griffenhagen Re- 
port, as well as those mentioned below, 
is summarized in Volume II, Chapter 


VI; the Report on Fire and Police De- 
partment pay is summarized partly in 
chapter XVIII and partly in Chapter 
XIX. No study was made of teachers’ 
salaries as these had been dealt with 
recently by another commission; and 
operational personnel of the Board of 
Transportation and positions falling 
under Section 220 of the Labor Law 
were excluded. 


Valuable supplemental material on 
salaries was developed in the testimony 
submitted to the Formal Hearings 
Board by employee and civic and pro- 
fessional groups, also in recent reports 
on comparative salaries furnished by 
the New York State Civil Service Com- 
mission, and in the Report on past 
salary trends by Lyle Fitch of the Head- 
quarters Staff of the Committee. 


In addition to this material bearing 
directly on the problem of salaries, the 
Mayor’s Committee on Management 
Survey had the benefit of extensive 
comments on compensation matters in 
the various management surveys. Such 
comments were particularly notable in 
the Reports on education, health, hos- 
pitals, transportation, and finance. In 
every case the consultants, .working 
independently, called attention to the 
impossibility of carrying on the difficult 
and responsible work of the City with- 
out establishing higher salary scales 
which would attract to the City service 
personnel of the requisite qualifications 
and experience. The present salary 
rates, particularly for managerial per- 
sonnel and for certain technical per- 
sonnel, were stated to be seriously 
inadequate. 


Finally, a special study of New York 
City’s pension provisions was made for 
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the Committee by Joseph Schechter, as 
a member of the Headquarters Staff. 


The problem of vacations, sick leave, 
and other “fringe benefits’ was dealt 
with both in the Griffenhagen Reports 
and in a recent Report by the Division 
of Analysis of the Bureau of the 
Budget. 


On the basis of the analysis of this 
material and from our own delibera- 
tions, the Mayor’s Committee on Man- 
agement Survey presents the following 
general observations on the subject of 
compensation. 


The New Salary Scales 


The City’s past system of “‘across the 
board” salary increases has been unjust 
and uneconomic. Many employees whose 
work assignments did not justify a 
salary rise nonetheless shared in the 
increases, and others who deserved a 
larger increase have not been rewarded. 
The 1952-53 increase was an improve- 
ment, but even this added its increments 
to a salary base which was itself known 
to be unscientific, unsound, and unfair, 
because it lacks the elementary stand- 
ards of job classification. 


We feel that the evidence indicates 
also that teachers and uniformed police 
and firemen have now received salary 
increases which are reasonably ade- 
quate and in line with changes in the 
cost of living and with general market 
standards in the community, but that 
certain other categories, particularly 
the upper and middle administrative 
and managerial personnel, have been 
seriously neglected in salary adjust- 
ments over the past two decades. It is 
evident also that this is true of certain 
professional and scientific personnel. 
Consequently, we anticipate that the in- 
stallation of the revised classification 


and pay plan which we recommend 
herein will call for a further upward 
adjustment of such positions in due 
course. 


The two accompanying charts from 
the study on compensation made by 
Dr. Lyle Fitch as a member of the 
Headquarters Staff illustrate the situa- 
tion. 


The serious inadequacy of present 
salary scales for the professional top 
and middle management positions has 
already been dealt with in Chapter II 


~ of this volume. 


Classification 


A prerequisite in the development of 
a rational new pay plan for the City is 
the adoption of a systematic classifica- 
tion of all positions. The existing titles 
and classes used by the City have 
evolved without systematic plan over 
the past decades and leave a great deal 
to be desired. Identical titles have 
totally different meanings in the several 
departments, and similar work is paid 
for at different rates. The Griffenhagen 
survey and the Report of the Formal 
Hearings Board, as well as the testi- 
mony taken by the Board, show not only 
the seriousness of the present lack of 
system and uniformity but the steps 
which are required to correct the situa- 
tion. 


The introduction of classification 
must be accomplished without injustice 
or impairment of the acquired rights of 
any employee. To this end we have en- 
dorsed the protective recommendations 
suggested by the Formal Hearings 
Board, and we have recommended that 
a special appeals procedure be estab- 
lished to hear and decide the rights of 
individuals who are aggrieved by their 
allocations in the new classified service. 
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CHART Ill 
PERCENTAGE INCREASE: CONSUMER PRICE INDEX AND COMPENSATION 
PRIVATE AND MUNICIPAL EMPLOYMENT 
City of New York, 1940 to 1952 
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CHART IV 


COMPARATIVE TRENDS OF WAGES AND SALARIES IN PRIVATE 
AND MUNICIPAL EMPLOYMENT 


City of New York, 1925 to 1953 
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Pay Structure 


We believe that the general structure 
of the pay plan recommended by Griff- 
enhagen & Associates should be used 
as the approach for the new pay plan 
for general Civil Service personnel, with 
appropriate adjustments in recognition 
of increases made in the 1952-53 
Budget. 


We recommend a plan establishing 
annual increments of $150 each in the 
lower ranges and a reasonably higher 
amount in the middle and higher 
ranges, provided such ranges are based 
upon a pay scale comparable in struc- 
ture to that proposed by Griffenhagen 
& Associates and in effect in the State 
service. 


We believe that such a pay plan 
should include full consideration of 
seniority but that no special or added 
increment adjustments should be pro- 
vided for seniority above those which 
any range would normally receive. 


We are convinced that special incen- 
tives for loyal, vigorous, and productive 
service are desirable in the public serv- 
ice. We endorse with enthusiasm the 
recently introduced program of special 
cash awards. We also suggest that the 
career and pay system make special 
provision for merit advances after the 
classification and pay plan and the new 
personnel administration have been es- 
tablished and are running smoothly. 


We endorse, in general, the pay plan 
for the uniformed services recom- 
mended in the Report on Police and 
Fire Department salaries by the Insti- 
tute of Public Administration. This pay 
plan differs from the basic plan recom- 
mended for the nonuniformed personnel 
in recognition of the nature of police 
and fire services, and it follows the 
practice of the U. S. military forces in 


providing for a much longer period of 
continuous regular increments, spaced 
at somewhat longer periods, for uni- 
formed personnel than for civilian em- 
ployees. 


The proposed plan also recognizes 
that young men serving for the first 
two years in the police force are in fact 
cadets, receiving a professional training 
at the expense of the City which they 
can get nowhere else. Under such con- 
ditions their compensation should not 
be more than is necessary to meet the 
basic living expenses—it is to be com- — 
pared with a fellowship at a university, 
not with an employment wage—and 
they should not be called on to contrib- 
ute toward pensions and retirement 
funds during these years. This, of 
course, will serve to increase their 
take-home pay at the beginning level. 


Working Conditions 


Working conditions require standardi- 
zation insofar as this is possible in the 
diverse situations existing in the City 
service. In particular, hours of work, 
vacations, and sick leave require rules 
and regulations applicable to the entire 
City. These should be worked out in 
accordance with the general standards 
now established for work of a similar 
character in other parts of the City 
service, and in comparison with the 
standard practice of the more liberal 
private employers. 


In some instances this will require 
the reduction of present overly gener- 
ous practices. We see no reason why 
clerks in the courts should have a pay 
scale equal to that for similar work else- 
where and, in addition, a much shorter 
workday or week. We do not feel that 
teachers who are assigned to central 
office work should expect the long vaca- 
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tion allotted to those who face the 
strains of classroom teaching. 


The standardization of sick leave will 
also call for better administration and 
enforcement of these provisions. There 
is evidence to show that the longer vaca- 
tions now provided have not reduced 
sick leave as it was expected, that the 
generous sick-leave provisions of some 
departments have been abused, and that 
supervisory officers not only need the 
help of a centrally directed City-wide 
system to aid them in their enforcement 
of sick-leave and disability provisions, 
but that the co-operation of the em- 
ployees is particularly important. 


‘Fringe Benefits” 


The Griffenhagen Report calls atten- 
tion to the great disparity in “fringe 
benefits” in the form of meals, living 
quarters, and other similar services. 
Griffenhagen recommended that all such 
benefits be charged at cost to the recipi- 
ents. The Mayor’s Committee believes 
that these recommendations are in gen- 
eral sound, but that their adoption must 
be based on a specific and detailed plan, 
so timed and correlated with salary ad- 
justments as to preclude any individual 
injustices. Inasmuch as the Bureau of 
the Budget is now making a detailed 
survey looking toward the development 
of such a plan, we make no further 
recommendation on the matter at this 
time. 


The Work Week 


We believe that the time has come to 
consider that five days constitute the 
standard work week. We believe that 
the number of hours of work per day 
and week should be uniform for similar 
types of work, and that the rate of pay 
should be equated on a basis of a uni- 
form number of hours of work. 


In some types of work it is neither 
possible nor desirable from the stand- 
point of the employee to adhere to a set 
5-day 40-hour week. It would be much 
better all around in such cases to fix 
the work time arrangements to suit the 
situation and then to determine the pay 
accordingly. 

This problem can best be worked out 
by the new Personnel Administrator 
recommended below and the Director 
of the Budget, with the co-operation of 
the employees and their supervisors. We 


see no point in adhering to a 40-hour 


week slogan where it injures both the 
employees and the City. 


Outside Work 


While no one knows how many, a 
large number of City employees now 
hold additional employments and re- 
ceive pay for service rendered in their 
“spare time.” The departments that tes- 
tified on this before the Formal Hear- 
ings Board estimated that from 25 
percent to as high as 60 percent of 
their employees derive income from 
outside employment. 


This is apparently due to three 
causes: (1) the desire of City employees 
to increase their incomes, particularly 
where existing pay rates are inade- 
quate; (2) the large amount of spare 
time and energy accorded the employees 
under present practice; and (3) the 
developing practice of ‘“‘second jobs” 
which is prevalent in the private econ- 
omy because of the limitation of the 
work day and week. 


During a prior administration an 
effort was made to put a stop to all 
outside work. The Mayor issued an 
order to the departments, some of which 
followed with the issuance of depart- 
mental regulations. The Board of 
Estimate also attached a condition to 
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Welfare Department appropriations 
prohibiting outside work. When the 
matter came before the courts, it was 
held that the Mayor and the Board of 
Estimate had no power “to make Civil 
Service rules” and that the departmen- 
tal commissioners do not have power, 
under Sec. 885 of the City Charter 
which authorizes departmental rules 
and regulations, to prohibit all outside 
work. (In Matter Natilson v Hodson, 
289 N. Y. 842.) 


However, when a fireman was found 
to be working 45 hours a week on the 
outside in addition to the 56 hours then 
required within the Fire Department, 
the court held that the Fire Commis- 
sioner was justified in dismissing the 
fireman and sustained the applicable 
departmental rules issued under Sec. 
885 of the Charter. (In Matter Calfa- 
pietra Vv Walsh, 183 Misc. 6.) 


We see no valid objection to limited 
outside work, provided that the em- 
ployee can stand it without reducing 
his effectiveness in his City work and 
that his outside work is in no way in- 
consistent with his City work. How- 
ever, the employees, the supervisors, 
and the personnel administration must 
all work together to make certain that 
the situation is correct and defensible 
from every point of view. 


Where there is a conflict of interest, 
or a clear impairment of effective serv- 
ice, it seems to us evident that the 
court would sustain the prohibition of 
outside work, especially if the controls 
are established by carefully drawn 
Civil Service rules and regulations. 


At the present time there are no up- 
to-date fixed or published rules and 
regulations covering this situation, al- 
though instructions covering some 
aspects of the problem have been issued 
by the Corporation Counsel and by the 


Comptroller, each affecting his own 
office. We think that something more is 
necessary, that an early task for the 
new personnel administration will in- 


_ volve the development and enforcement 


of appropriate and comprehensive regu- 
lations covering outside employment by 
City employees in all departments. 


Probationary Appointments 


It is unfortunately true today that 
the probationary system under which 
new employees serve for six months to 
three years ‘‘on probation” is a virtual 
dead letter.* Although some leave of 
their own accord, less than 6 in 1000 
new employees fail of permanent em- 
ployment because of the decision of 
supervisory officers that the probationer 
is unsuited to the work or to the City 
service.** However, in certain services, 
more than this proportion are known 
to develop easily recognizable character 
and mental deficiencies, to say nothing 
of performance inadequacies. 


This is not a new problem in the 
public service. It is apparently inherent 
in the situation. Supervisors hate to 
“Yveport on” the probationer and always 
“hope things will be better.” This is 
thought to be a mark of consideration, 
although as a matter of fact nothing is 
so cruel to the individual as letting him 
start off in the wrong line, letting him 
assume a job which will be unrewarding 
and even frustrating to him, or letting 
him think that he is succeeding, when 
in truth he is not. This is, of course, a 








*See “Personnel Administration in the Gov- 
ernment of New York City,” by Wallace S. 
Sayre and Herbert Kaufman, pp. 42-43, 56. 

**The Civil Service Commission has no rec- 
ord of this ratio. In the Police Department. 
the Institute of Public Administration found 
that 18 probationers were dropped out of 3378 
patrolmen appointed in the years 1948, 1949, 
and 1950. There is reason to believe that the 
proportion dropped in the Police Department 
is higher than for City service generally. 
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matter into which not a little politics 
may enter. And the line of least resist- 
ance for the supervisor is to do nothing, 
let the inadequate probationer stay, 
then either shift him to somebody else, 
work him out of title, or just get addi- 
tional help to do the required work. 
The effect upon the rest of the working 
staff is disastrous, and the cost to the 
taxpayers is beyond measure. 


Residence Requirements 


We find that the Lyons Law has out- 
lived its usefulness and that the Civil 
Service Commission should be empow- 
ered by local law to waive residence 
requirements, or to accept transfer of 
residence to the City within a reason- 
able length of time. The conditions which 
existed at the time of the enactment of 
the Lyons Law have been reversed, so 
that the residence requirement has be- 
come more of a hindrance than a bene- 
fit for the City and its inhabitants. 


Turnover as an Index of Personnel 
System 


If turnover is a reasonable measure 
of the general employment situation, 
the record of New York City at present 
is very bad. While the turnover in em- 
ployees in some clerical departments is 
nothing more than that accountable to 
retirement for age, that is, 2 to 3 per- 
cent per year, the turnover in the scien- 
tific, professional, institutional, and 
social work categories is very high in- 
deed. Evidence was gathered in certain 
of the surveys showing a turnover as 
high as one-third in a year, and evi- 
dence was presented to the Formal 
Hearings Board on services which have 
suffered a turnover of more than 100 
percent. Obviously something is wrong 
in such situations. The work suffers, 
proper teamwork is hard to develop, 
and the work-costs rise out of all pro- 


portion. Certain institutional, special 
work, and junior professional categor- 
les with turnovers now of 30 percent 
to 50 percent are nothing more than 
professional schools, paid for by the 
New York City taxpayers, whose 
“oraduates” accept better positions 
throughout the country on the basis of 
their New York training and “experi- 
ence.” All of this is a direct result of 
the failure of New York to develop a 
salary scale and a career system geared 
to the prevailing situation. The depart- 
ments affected and the employees in- 


' volved scream to high heaven, but there 


is no one to hear their wails, get to the 
true bottom of the situation, and take 
appropriate action. In other words, 
New York has “law enforcement” and 
“pudget: control” but no personnel ad- 
ministration. 


Pensions 


We find that the pension system of 
New York City requires a systematic and 
careful modernization. A special study 
of the pensions was made for the Com- 
mittee by Joseph Schechter, Counsel of 
the State Department of Civil Service. 
As his Report shows, New York now 
has 16 retirement systems, of which 
7 are “actuarial,” that is, so designed 
that their assets equal their liabilities 
in accordance with standard American 
mortality tables. As a result of past 
decisions, the total cost to City taxpay- 
ers of all pensions for City employees, 
including transportation, is $138.2 mil- 
lion for next year. The City contribu- 
tion to pensions is thus 18 percent of 
the salaries and wages paid, an amount 
which marks the City as an extremely 
generous employer when it comes to 
retirement provisions. No other large 
governmental employer in this country 
makes so large a proportionate payment 
for the retirement of its employees. 
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With so many retirement funds de- 
veloped over so many years as the re- 
sult of so many special pressures, it is 
not surprising that the contributions, 
the benefits, the ages of retirement, and 
all other elements vary from fund to 
fund. It is also evident that the same 
type of minor, competitive, liberalizing 
changes will go on for the future unless 
all the funds are reconciled and brought 
as far as possible into a single system 
with parallel provisions on a fair and 
equitable basis. 


The Mayor’s Committee on Manage- 
ment Survey recognizes, of course, that 
no change can be made in existing re- 
tirement or pension rights to the extent 
that these are contractual rights pro- 
tected by the State Constitution. The 
suggestions presented below thus relate 
only to new entrants. 


Future Adjustment of Pay Plan 


Once a pay plan has been adopted it 
cannot be put on the shelf and forgot- 
ten. A special duty of the recommended 
Classification Bureau,* working with 
the Bureau of the Budget, is the con- 
tinuous responsibility of collecting and 
analysing pay data, both internal and 
external. 


In the New York situation, it may 
also be desirable for the future to con- 
sider the adoption of an automatic ad- 
justment of the general level of the pay 
scales on the basis of an escalator for- 
mula which would be based on changes 
in the Bureau of Labor Statistics cost 
of living index for New York City. 


There are five difficulties or objec- 
tions to the use of an automatic escala- 
tor provision in New York City salary 
adjustments. These are: 





~*See Volume II, Chapter VI, Section 7. 


(1) Automatic escalator clauses 
are inflationary in periods of inflation, 
and deflationary in periods of eco- 
nomic decline; under American con- 
ditions it is probable that they will 
tend most of the time to increase the 
wage bill. 


(2) Automatic increases, if granted 
during a budget year, will produce 
serious budget deficiencies as the 
taxes will have been set before the 
increase becomes mandatory; and if 
granted only with a new budget, they 
are nonetheless mandatory and may 
impose an inescapable burden which 
the budget cannot carry. 


(3) Any automatic increase be- 
comes a “right”? and may make it 
necessary to give pay increases also 
to those who do not deserve them. 


(4) Employees are always happy 
to have the escalator carry them up, 
but resist and resent it when the esca- 
lator carries them down. 


(5) Escalator clauses usually are 
set for application on a quarterly or 
half-yearly basis. In either case they 
require extensive bookkeeping and 
payroll adjustments with much added 
administrative cost. 


While these are weighty reasons for 
not adopting escalator and descalator 
provisions in fixing the general level of 
City salaries, it may be noted that: 


(1) The Federal government, 
which is primarily responsible for 
giving the lead on matters of fiscal 
policy, has not discouraged the use of 
escalator clauses in the major indus- 
tries, and it is hardly fair to permit 
public employees to fall behind as a 
restraint on the economy when prices 
and other salaries and wages are on 
the increase. 


(2) As to accounting, administra- 
tive, and budget difficulties, these can 
be overcome with a little effort and 
ingenuity. The problem of a budget 
deficit, in the event that a salary in- 
crease becomes mandatory after the 
tax rates have been set, might be 
handled by granting escalator adjust- 
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ments only at the beginning of each 
fiscal year, or by carrying the cost of 
an adjustment made during a year 
with budget notes. The advantage of 
making adjustments on a quarterly 
or half-yearly basis is that such ad- 
justments would be comparatively 
minor and therefore more easily 
managed. 


(3) The establishment of a good 
classification system and pay plan 
will eliminate the argument that 
people who do not deserve a rise will 
get one under an automatic escalator 
clause. 


(4) There is no way of preventing 

a certain amount of resistance to a 
salary reduction when it comes as a 
result of a drop in the cost of living 
or other indexes used in the escalator 
formula. However, the system should 
make the decrease mandatory, so that 
it would go into effect without any 
required decisions or arguments. The 
employees of New York City are 
intelligent enough to know that an 
automatic escalator clause must be 
designed to run both ways, that the 
great benefits they would receive 
under the plan cannot be had without 
accepting the possibility of reductions 
also. 

There is one very great advantage to 
the plan. This is the acceptance of the 
proposition that the payment of salaries 
and wages to municipal employees 
becomes a first charge against the 
revenues available to the City. Once 
an escalator principle is introduced, 
on top of a good classification and 
pay plan, the pay of City employees 
will rise and fall with the general 
average of the community, and provi- 
sion for their salaries will enter the 
annual budget with a top priority — 
instead of coming in as a final item 
after many other elements so that 
salary adjustments are made only when 


the pressure becomes explosive. Such a 
change in general policy would greatly 
lessen the need for pressure politics on 
the part of the employees and would 
enable them to devote more effort to 
other, more constructive aspects of 
their relations with their employer. The 
past system has been very bad in its 
results over the years. It has not only 
created friction, forced the employees 
into politics, and encouraged hidden 
political contributions by organizations 
of employees, but it has deprived the 
City of the stream of top talent which 


-should have been recruited over the 


past decade. 


It is our belief that many City depart- 
ments are now overmanned. They could 
do better and more efficient work with 
fewer and higher paid employees, and 
with more mechanization in some in- 
stances. One way to achieve this is to 
recognize that pay adjustments needed 
to maintain living standards are not 
something to be taken up only when 
funds are left over, but that they are 
something which must be made as a 
matter of top priority. If this produces 
a total budget which is more than the 
City can carry, then the proper remedy © 
is to cut out some of the activities and 
get rid of some of the employees, not to 
keep all in a low state of underpay. The 
loss in efficiency from the latter policy 
is too obvious to need exposure. 


It is this line of reasoning which has 
led the Mayor’s Committee on Manage- 
ment Survey to suggest that the City 
of New York should consider the adop- 
tion of an automatic escalator clause in 
its salary policy if and when the classi- 
fication and pay plan herein recom- 
mended is put into effective operation. 
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lil. MANPOWER FOR MANAGEMENT 


As we have indicated above in Chap- 
ters I and II, we are greatly concerned 
over the development of adequate mana- 
gerial talent to man the top and middle 
management posts in the government of 
the City. There are two aspects involved 
—the immediate emergency situation 
and the long-range problem. 


Emergency Appointments 


Under the program we have pre- 
sented, nearly 100 new administrative 
posts will be created in top and middle 
management during the next two years. 
There will be two to five such posts in 
each major department, as well as addi- 
tional posts in the Mayor’s Office, the 
Departments of Civil Service, City 
Planning, Transportation, and _ the 
Bureau of the Budget. 


We would assume that perhaps half 
the posts can be filled with men and 
women who are now at work for the 
City, with the other half filled from 
outside. However, we are convinced that 
such manpower cannot be found in the 
numbers required through present pro- 
cedures, particularly as the Department 
of Civil Service itself will be undergo- 
ing reorganization at the same time 
and will have to undertake immediately 
the gigantic task of classification. 


The recruitment of top and middle 
managerial personnel is not solely a 
task of screening applicants. It is even 
more a task of discovery and persua- 
sion, as such persons are seldom looking 
for a new job. They have to be “sold” 
before they will accept the work. Fur- 
thermore, the community will want as- 
surances that the recommended posts 
are filled with men of high competence, 
free from politics. 


Under these conditions it would seem 
that the way to proceed is to set up a 


special panel for the recruitment and 


selection of the managerial personnel 
in question. Accordingly the Mayor’s 
Committee on Management Survey rec- 
ommends that there be created by local 
law in the Civil Service Department a 
temporary Board of Examiners on 
Management Personnel, to be appointed 
by the Mayor. Such a procedure follows 
past practice in part, but it establishes 
a firmer foundation for action in view 
of the great importance of the task to 
be performed. 


The work and membership of the 
proposed Board of Examiners is de- 
scribed in Chapter II, p. 29. We con- 
template that the Board would finish its 
work and be terminated in two to three 
years. 


Management for the Future 


Where we now find men and women 
who are making outstanding mana- 
gerial records in the City service, it is 
interesting to note that these individu- 
als have either risen through various 
posts, frequently in several depart- 
ments, or have been brought in from 
private business or other governments, 
after having achieved a reputation in 
these other agencies. 


This suggests that three important 
personnel practices are called for in 
New York, designed to produce for the 
future a larger number of candidates 
for responsible top and middle manage- 
ment, as follows: 


(1) The City should revive the 
“Junior Administrative Assistant’ 
appointments, designing the competi- 
tive entrance examinations to reach 
college graduates of special ability, 
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general training, and aptitude. 
Efforts should be made to correct the 
difficulties encountered under the 
former plan for such appointments. 
For these posts no experience should 
be required. The beginning salaries 
should be low, on a level with univer- 
sity fellowships and beginning sala- 
ries of college instructors, in recogn1- 
tion that these posts are training 
assignments. The departmental per- 
sonnel officers and the City Personnel 
Administrator should make certain 
that these administrative aides are 


shifted around from assignment to ~ 


assignment and from department to 
department, not only to give them 
better training but to give the City 
a better opportunity to test their par- 
ticular capacities before they are 
started in their responsible work. 


(2) Without discriminating 
against career employees in the City 
service, greater effort should be made 
to bring in from outside by competi- 
tive open examination qualified per- 
sons of managerial experience and 
ability, as recommended by the For- 


mal Hearings Board. Some of these 
would come from the Federal and 
State governments, and some from 
private business. 


(3) A definite program should be 
developed by the new Personnel Ad- 
ministrator, in co-operation with the 
Superintendent of Schools and the 
heads of City Colleges, to introduce 
into the high school and college curric- 
ula appropriate subject matter de- 
signed to lead more of the top grade 
young men and women to compete 
for career opportunities in the service 
of the City. Experienced members of 
the Mayor’s Committee on Manage- 
ment Survey believe that the City 
service is not attracting its fair share 
of the ablest product of the City’s 
educational system, that the propor- 
tion is now less than it was formerly, 
and that organized plans are needed 
to meet the situation. We concur in 
this recommendation. 


The three suggestions above are re- 


ferred to the new Department of Civil 
Service for implementation. 


IV. CONCLUSIONS ON PERSONNEL 


As we have already indicated, and as 
is brought out forcefully in the manage- 
ment surveys made for this Committee, 
New York City now needs not only many 
specific improvements in its Civil Serv- 
ice administration but, even more, a 
drastically new and modern idea as to 
what personnel administration should 
be. Classification of positions and a new 
pay plan are part of the story. 


The old negative “law enforcement’ 
idea is good as far as it goes, but it is 
not enough under present conditions. 
We need to develop a real career system 
and a true personnel management. This 
cannot be done “outside” the adminis- 
tration. It can be done only as an inte- 
gral part of management so that per- 
sonnel management will be just as much 


a part of administration as budget man- 
agement is. But in doing this, we do 
not want to give up any of the solid 
gains of the merit system or to lessen 
the protections against the spoils sys- 
tem. Thus, we have four objectives: 


(1) To preserve the victories won 

against spoils and politics through 

_ Civil Service reform over the past 70 
years. 

(2) To expand the functions of 
Civil Service administration by add- 
ing to the old program the new 
activities of constructive personnel 
administration and the development 
of a true career service. 

(3) To begin the development of 
personnel management as a vital and 
pega aspect of general manage- 
ment. : 


(4) To make certain that mone- 
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_ tary and other incentives for effective 
and loyal service are fair and ade- 
quate. 


The specific elements of such a pro- 
gram are developed in great detail in 
the Report of the Formal Hearings 
Board on the Griffenhagen survey, in 
the Sayre-Kaufman Report, in the Divi- 
sion of Analysis Reports on the Civil 
Service Commission, in the Griffen- 
hagen Report, in the Richardson, Bel- 
lows & Henry Report, and in the vari- 
ous Management surveys which are 
summarized in Volume II. With minor 
variations these Reports are all in ac- 
cord in their findings and reeommenda- 
tions. The position of the Mayor’s 
Committee on Management Survey on 
these Reports is indicated in Volume II, 
Chapter VI. At this point we deal only 
with certain broad considerations and 
recommendations. 


In line with these conclusions, we 
call for a new personnel program made 
up of the following elements: 


(1) It must be recognized that per- 
sonnel management is one of the 
Mayor’s major responsibilities, as an 
inherent and inseparable element in 
the general administrative direction 
of the executive branch of the City 
government. Top responsibility in 
this field for working conditions, 
wages, labor relations, training, 
health, safety, and the selection and 
appointment of those who work for 
the City cannot be ignored and dele- 
gated to some “outside” body. It must 
be organized for good administration 
and placed in competent professional 
hands, but it cannot be put to one side 
and ignored by the City’s chief 
executive. Personnel management is 
an inherent part of general manage- 
ment. | 


(2) The personnel program must 
not be limited to “law enforcement.”’ 
It must extend into the modern dy- 
namic activities designed to build 
morale and develop a genuine career 


system in which the City will go out 
and capture its share of the best 
talent of the rising generation, offer- 
ing them the chance to go forward on 
the basis of training, ability, charac- 
ter, and devotion. 


(3) In line with our recommenda- 
tions that the top management of the 
City be set up as a large, efficient, 
governmental directorate with strong 
and virtually self-contained depart- 
ments as the foundation of effective 
Service, we recognize that fundamen- 
tal personnel changes must also be 
made at the departmental level. In 
the field of personnel administration, 
this means that each department shall 
have its own major responsibility for 
personnel, centering in the commis- 
sioner, and that the commissioner 
shall have his own personnel adminis- 
trator to aid him. 


The departmental personnel ad- 
ministrator should be a professional 
officer, selected on the basis of com- 
petitive examination, and should be 
responsible both for departmental 
personnel administration and for the 
departmental enforcement of general 
City-wide personnel policies so that 
City employees, wherever they work, 
may enjoy equal benefits and equal 
pay for equal work. 


With such a departmental setup, 
the commissioners can no longer place 
the blame upon the outside Civil Serv- 
ice Commission for bad _ selections, 
the break-down of the probationary 
appointment system, the collapse of 
Service ratings, and the failure of 
promotions to take into account serv- 
ice rendered and competence demon- 
strated. These are all matters which 
can be handled only as part of the 
task of departmental management, 
yet they are tasks which no commis- 
Sioner can handle without suitable 
professional staff assistance. 


(4) The Civil Service Commission 
should be reorganized as the City 
Department of Civil Service in ac- 
cordance with the recommendations 


of the Report of the Division of Ana- 
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lysis, with the modifications indicated 
below.* 


The new Department would be 
headed as now by a three-member 
full-time Commission, appointed as at 
present by the Mayor for overlapping 
six-year terms, with no more than 
two members from a single political 
party. 


The Commission would continue as 
the rule-making, investigating, and 
hearing body and would have over-all 
responsibility for the general admin- 
istration of the Department. 


(5) There should be created the 3 


new post without term of Personnel 
Administrator, to be filled by the 
Commission with the approval of the 
Mayor. All authority for carrying out 
the day-to-day and technical adminis- 
tration of the personnel program 
would be delegated to the Adminis- 
trator in accordance with the rules 
and regulations of the Commission 
approved by the Mayor, which rules 
and regulations cannot be changed 
until after public hearing and ap- 
proval of the Mayor.* 


(6) In order to develop the stand- 
ards of personnel administration 
throughout the City, to make certain 
that City-wide standards are not 
promulgated without the benefit of 
departmental ideas, and to facilitate 
a central review of departmental per- 
sonnel programs, there should be 
established a Municipal Personnel 
Council. This Council would be made 
up of the departmental personnel 
officers and would meet under the 
leadership of the Personnel Adminis- 
trator. 


(7) Steps should be taken to bene- 
fit more extensively from the profes- 
sional advice and assistance of the 
New York State Civil Service Com- 
mission, recognizing that this State 
agency has a responsibility to help 
and supervise all local personnel 


~ * The following members of the Committee 


dissent: Miss Carr, 


rs. Morris and Messrs. 


Davis, Dowling, Grimm, Hallett, Levy, Linen, 
Miley, Pfeffer and Riesenfeld. See Statement, 
Vol. II, Chapter VI, Sec. 8. 


agencies and already has a well-devel- 
oped technical staff for this purpose. 


(8) New York City should pro- 
ceed immediately in accordance with 
the Report of the Formal Hearings 
Board and the action of the Mayor’s 
Committee to make and install a 
complete classification and pay plan 
for the Civil Service employees of the 
City. On the basis of assurances we 
have received from the Commission 
and its staff, we have recommended 
that this task be entrusted to the 
Civil Service Commission, with the 
immediate creation of a special clas- 
sification unit for the purpose. This 
action should proceed without wait- 
ing for the general reorganization of 
the Commission.* 


(9) It must be recognized that the 
new classification and pay plan will 
involve more adequate pay scales, 
particularly in the administrative 
categories and in certain professional 
grades, than have been established 
under the most recent salary adjust- 
ment schedules. 


(10) Special steps must be taken 
to improve and develop the City’s 
in-service training activities. While 
general responsibility for such a pro- 
gram is among the duties assigned to 
the new Department of Civil Service 
suggested above, special efforts are 
called for immediately, particularly 
in connection with the service acade- 
mies in the Police and Fire Depart- 
ments, in accordance with the manage- 
ment Reports on these Departments. 


(11) As an integral part of the 
pay plan, the pension systems should 
be consolidated, reconciled along 
more uniform patterns, and placed on 
a rational and reasonable basis, as 
recommended in the Schechter Re- 
port. Neither the City budget nor the 
employees can afford the extravagant 
pension plans which some services 
have blundered into in recent years. 


The Mayor’s Committee on Man- 
agement Survey is convinced that con- 
tributions to all City pension funds 
should be placed ultimately on an iden- 
tical basis, regardless of the service, 


and that contributions should be di- 
vided equally between the employees 
and the City. This will require a dras- 
tic change in the case of police and fire 
provisions, which were recently set 
so that the City contributes 75 per- 
cent and the employees 25 percent. 
Where a particular service faces a 
special situation, which may affect 
the anticipated retirement or other 
status, this should be dealt with 
through salary arrangements and, 
Where justified, through the estab- 
lishment of special disability retire- 
ment provisions which would be e¢ar- 
ried directly by the City as is now 
done in the Police and Fire de- 
partments. As to contributions, the 
pension system should be standard 
throughout, and new members of any 
pension fund should not be eligible for 
retirement before age 45. If it is held 
by the courts that such pension con- 
tributions and rights are contractual 
in nature, the recommended changes 
can be made applicable only for future 
entrants. As the result of its public 
hearings on the police and fire salary 
plan, the Committee feels that the 
proposed pensions changes should not 
be introduced for those services ex- 
cept at a time when salary increases 
are also being effected, so that there 
may be no individual hardship cre- 
ated. The Committee recommends 
that appropriate legislation for these 
changes be drawn up and adopted. 


It is also recommended that the 
City assume its proportionate share 
of the financial responsibillity for 
providing retirement benefits for the 
employees of the 12 cultural institu- 
tions to the extent that salaries of 
employees of such institutions are 
paid from City funds. Pension ar- 
rangements for these employees can 
be made either by membership in the 
New York State Employees’ Retire- 
ment System or by continuation of 
existing sound pension plans in the 
three institutions (Metropolitan Mu- 
seum of Art, American Museum of 
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Natural History, and New York Zoo- 
logical Society) which have such 
plans, if this is legally possible. 


(12) Adequate provision must be 
made in the City budget for the new 
Department of Civil Service adminis- 
tration and its expanded staff, and 
also for the new, professional, de- 
partmental personnel offices. 


(13) To lay a firm foundation for 
the recruitment and appointment of 
qualified personnel for the top and 
middle managerial posts, two lines of 
action are called for: (a) to meet the 
immediate. emergency there should 
be set up a temporary Board of Ex- 
aminers on Management Personnel; 
and (b) to meet the long-run require- 
ments, in addition to the normal pro- 
gram of the recommended new 
Department of Civil Service, the ap- 
pointment of Junior Administrative 
Assistants should be resumed as a 
matter of policy. 

(14) The participation of City 
personnel officials and technicians in 
State and national professional asso- 
ciations in their respective fields 
should be encouraged. 

(15) Adequate and suitable office 
space must be provided for the cen- 
tral and the departmental personnel 
offices. The Department of Civil Serv- 
ice should be housed with the other 
top management offices as recom- 
mended in Chapter II. 


Cost of Recommended Personnel 
Program 


The Mayor’s Committee on Manage- 
ment Survey recognizes that the per- 
sonnel program and the new elements 
of personnel administration thus recom- 
mended will cost approximately twice 
as much as the City now spends for 
Civil Service administration. 


The following table shows some com- 
parative Civil Service administration 
costs from other large jurisdictions. 
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TABLE | 


EXPENDITURES PER EMPLOYEE OF 
EIGHTEEN CENTRAL PERSONNEL AGENCIES 








Employees Expenditure 
Jurisdiction in per 
Jurisdiction Employee 

State of California .............006 47,719 $27.22 
State of Michigdh.:.:ss+.:....30 21,974 23.66 
Los Angeles County ...........00 25,265 22.30 
State of New York ......00ses..0<e 90,510* 20.95* 
Dalles Texas: sadissevwccssiccssesess ce 1,800 19.17 
Milwaukee, Wisconsin .......... 6,092 18.72 
Detroit, Michigan ............cc0 24,000 17.52 
Los Angeles (City) ............000 29,041 16.13 
State of Minnesota .............. 11,200 16.06 
Average of Group .........cseees 14.24 
State of Wisconsin ...........ce00 13,548 12.39 
San Francisco (City 

Gd y COUNTY): <ccsescvivcsessocenes 20,600 11.79 
Louisville, Kentucky ............0 2,119 10.58 
HOUSTON, TOXCS) scccscccsccxseccesccce §,258 9.88 
Philadelphia, Pennsylvania.... 19,000 7.59 
State. of HMNOIS: .cccacidciesssseseee 31,140 7.34 
New York City: ..<cscc.ccsssecssssese 170,078 5.99 
Chicago, Ulinois: .ic...cscs.ss0850 36,985 5.48 
Cleveland; Ohio! 2i.....:.0.005..... 15,771 3.55 


Source: ‘A Survey of Examination and Recruitment Proce- 
dures of the New York City Civil Service Commission,” by 
Richardson, Bellows, Henry & Co., p. 18. See Volume II, 
Chap. VI. 


*Not including 85,000 local positions for which the 
New York State Commission furnishes some services and 
supervision. 

Although certain of these statistics 
are not entirely comparable, as the New 
York State Commission, for example, 
has both its State personnel functions 
and the duty to supervise and serve 
city and county Civil Service activities, 
the discrepancy in expenditures per 
employee from jurisdiction to jurisdic- 
tion is so striking and New York City 
is so low on the totem pole, there can 
be no doubt that the lack of financial 
Support is one reason for the restricted 
program and the low grade of Civil 
Service administration in New York 
City, as the Commission has stated in 
its own defense. 


The way to determine what should be 
spent for modern personnel administra- 


tion in New York City is, of course, not 
to select any arbitrary sum but to work 
out in detail the staff requirements and 
other factors, office by office and posi- 
tion by position. This is a task for the 
Civil Service Department, the new Per- 
sonnel Administrator and the Director 
of the Budget. 


The minimum requirements as we 
see them will include the salary for the 
Personnel Administrator, at a figure of 
about $25,000 per year in accordance 
with our other recommendations ;* 
allowance for greatly enlarging the 
professional staff of the Civil Service 
Commission to handle recruitment, ex- 
amination, classification, pay, training, 
transfer, safety, health, employee rela- 
tions, grievance, rules revisions, appeals, 
and hearings functions on an adequate 
basis; and, finally, the establishment of 
genuine personnel offices in each of the 
major City departments and agencies. 
With the necessary clerical employees 
and office space, the budget addition for 
the modernization of the City’s person- 
nel administration, excluding general 
salary adjustments as recommended in 
point 9 above, will come to about $1 
million. This is, however, a small price 
to pay for the great improvements in 
efficiency, morale, and welfare which 
will follow when the new personnel ad- 
ministration begins to be felt in the 
daily management of the City. Further- 
more, there are important offsetting 
economies due to the fact there are now 
large invisible costs for personnel ad- 
ministration which are buried in other 
departmental activities, as well as costs 
which now arise from the neglect of 
personnel administration. These may 
well equal the recommended increase in 
direct personnel expenditures, although 
they will not be realized for some time. 


* See p. 27. 
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Summary on Personnel 
Administration 


New York City is the biggest single 
employer within the City limits, because 
it does more for more people than any 
other corporation or enterprise within 
the City. 


The bigger an enterprise is the more 
attention it must give to its personnel 
program and to the organization and 
integration of its personnel manage- 
ment with the rest of its operations. 
This is recognized in all large business 
enterprises, and it is beginning to be 
recognized also in government. The se- 
cret of efficient operations is teamwork, 
whether in business or in government. 


Because of its size and the importance 
of its work, the City government must 
have the best possible management of 
its personnel problems and must give 
continuous attention to the problem of 
fair and adequate compensation. 


The modernization of the City’s Civil 
Service management is long overdue. 
Modern personnel management cannot 
be developed by any three-man nonpro- 
fessional administration that works 
primarily through the enforcement of 
laws, with inadequate staff and funds, 
removed at arm’s length from the rest 
of the administration, and housed in 
inadequate and dingy quarters. 


The first step in modernizing the per- 
sonnel program in New York City is to 
concentrate the daily administrative 
features in a single experienced Person- 
nel Administrator, selected on the basis 
of ability and experience with the ap- 
proval of the Mayor. Under this change 
the Civil Service Commission would 
select the Personnel Administrator and 
pass on rules, hear appeals, and super- 
vise the new Civil Service Department, 
but keep out of day-by-day administra- 


tion. It would be the watch dog of the 
merit system and see that the law is 
enforced. 


The personnel function in each de- 
partment must also be reorganized, by 
setting up a professional personnel aid 
to each major commissioner. These de- 
partmental personnel offices would be 
unified through a Municipal Personnel 
Council, through the supervision and 
technical direction by the Personnel 
Administrator, and under the rules and 
regulations adopted by the Civil Service 
Commission. 


In the smaller departments the per- 
sonnel function would be handled di- 
rectly in the office of the commissioner, 
through a general administrative aide, 
who would also perform other duties. 


In addition to the modernization of 
its management structure for personnel 
administration, the City of New York 
requires a comprehensive new classifica- 
tion of its payroll positions and a cor- 
responding new pay scale so developed 
as to give equal pay for equal work, 
in line with community standards and 
the needs of the employees, and so de- 
signed as to lay the basis for a genuine 
career service. 


Such a classification and such a pay 
plan will be maintained in the future on 
a current basis by the new Personnel 
Administrator, as provided for in our 
recommendations. 


The immediate need for managerial 


personnel can best be met by creating 


a special temporary Board of Exam- 
iners. 


Finally, there must be adequate hous- 
ing and support for the new personnel 
program. 

While the comprehensive personnel 
program we present will cost substan- 
tially more than we are now spending 
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specifically for Civil Service adminis- 
tration and for the salaries of the un- 
derpaid groups mentioned above, this 
outlay will be balanced in part by sav- 


ings in present outlays and, in any case, 
will come back many times over in 
greater efficiency and effectiveness of 
City teamwork. 


CHAPTER V 


Budget 


Role of the Budget in Modern 
Government 


The budget is Father Knickerbocker’s 
shopping list drawn up each year with 
care to make certain that the venerable 
Father’s big family gets everything it 
really needs in the right proportions, as 
agreed on in the family, and within the 
limits of the family purse. 


Thus in any government the budget 
is the guiding plan of government ac- 
tivities and is one of the most important 
tools of public management. It is the 
annual, official and public review of gov- 
ernmental priorities, a listing of the 
comparative importance to be attached 
to the various governmental programs, 
and the authorization to carry forward 
old activities and to start new projects. 
The budget is the means of conserving 
the community’s resources for the most 
important purposes instead of dissipat- 
ing them in unimportant activities or 
outright waste. It is the expression of 
the community’s decisions—as taken by 
its elected officials and representatives 
—on (1) how much the City shall 
spend, that is, what proportion of the 
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the community’s resources shall be used 
to provide government benefits and 
services; (2) what shall be bought, that 
is how the limited tax and other reve- 
nues shall be allocated among the insa- 
tiable demands for benefits and services ; 
and (3) how the cost of government 
activities shall be distributed. It is in 
the annual budget that a balance is 
struck between expenses and revenues, 
between the demands of all the pressure 
groups and the resistance of all the tax- 
payers and their organizations. As such, 
budget making is policy making on the 
very highest level, translating the com- 
munity’s demands, desires, and aspira- 
tions into action within the limits of its 
willingness and ability to pay. 


The budget is also a management tool 
for controlling the City’s expenditures, 
for seeing that departments live within 
their appropriations pursuant to the 
plans laid down by the chief executive 
and the legislature, for following the 
progress of departmental activities, and 
for checking the efficiency with which 
they are carried out. It is the means of 
liberating the time and energy of top 
administrators by facilitating basic de- 
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cisions on the range and scope of the 
City’s activities, thus allowing the top 
management to concentrate on the most 
important matters. 


Finally, the budget and budget-making 
processes are the means of acquainting 
the public with what the government is 
doing and where it is going, the costs 
and expected results of major programs, 
and the relation between taxes and gov- 
ernment activities. 


Budgeting and Financial Management | 


The three essential phases of budget- 
ing and financial management are: (a) 
the preparation and adoption of the 
budget; (b) the supervision of expen- 
ditures; and (c) accounting for appro- 
priations. The generally accepted objec- 
tives of modern budgeting and financial 
management are as follows: 


(1) To present a comprehensive 
financial plan showing the programs 
and activities which a government 
proposes to undertake for a coming 
year, the costs of each program and 
activity, and the reasons for includ- 
ing it in the agenda. Wherever possi- 
ble, estimates are shown of the num- 
ber of units of benefits and services 
to be provided and the cost per unit. 


(2) To exhibit in one comprehen- 
sive summary statement the City’s 
total financial plan, setting forth the 
major elements —current expenses, 
capital outlays, and public enterprise 
needs — and the proposed means of 
financing each element. The major 
policies on revenues and expenditures 
which underlie the financial plan are 
explained in the budget message. 


(8) To review what has been done 
during the past year and to facilitate 
informed legislative and public con- 
sideration of the over-all revenue and 
expenditure plan and of the empha- 
sis to be place on various activities 
during the ensuing year. - 


(4) To serve as the basis of legis- 
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lative action in defining the limits of 
authority of the top responsible man- 
agement to collect taxes and revenues 


and apportion them among the major 
activities of the government, and to 
place responsibility for detailed ad-. 
ministrative management with the 


heads of the operating departments, 


under the general direction of the top: 


management. 


(5) To enable the chief executive: 
to follow the progress of the City’s. 
activities and to keep informed of’ 
work in progress or to be undertaken, 
and of results and accomplishments. . 
This necessitates, among other things, 


prompt financial reports designed to 


show the flow of expenditures and 
expenditure authorizations from ap-. 
propriations to allotments, from al-. 
lotments to commitments, and from. 


commitments to disbursements. 


(6) To lay the basis for finan-. 


cial and management accountability 
through public review and an inde- 
pendent audit of budget and financial 
operations. 


New York City’s Budget Does Not 


Meet the Requirements of Modern 
Management 


New York City’s budget is an indif-. 


ferent planning instrument, a meticu- 
lous but inefficient instrument of control. 
It furnishes little of the information 
necessary for intelligent administrative 
or legislative decisions. It tangles ad- 
ministrators in detail and red tape 
instead of liberating them as it should. 
It rates very low as a medium of public 
information, providing almost no intel- 
ligible information on City activities, 
their costs, and the gains and losses of 
increasing specific expenditures or 
decreasing them. In practice it checks 
administrative initiative at the depart- 
mental level, participation at the legis- 
lative level, and public interest at the 
citizens’ level. Thus the New York City 


budget fails to meet the minimum re-. 
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quirements of modern governmental 
budgeting. 

This is not the fault of the City 
budget administrators, who are compe- 
tent, devoted, and hard-working. Rather, 
it is the fault of the system which they 
have inherited. 


The failures of the New York budget 
system, as a system, have been demon- 
strated not only in the general survey 
of budget administration undertaken 
for the Mayor’s Committee by A. E. 
Buck of the Institute of Public Admin- 
istration, as an aspect of the Finance 
Project,* but also in our major depart- 
mental surveys. 

Independent teams of experienced 
management consultants have called our 
attention to the tremendous handicaps 
under which departments, such as the 
Departments of Education, Higher Edu- 
cation, Health, and Hospitals, now oper- 





*See “Budgeting and Financial Adminis- 
tration of the City of New York,” Technical 
Monograph Number Four, Finance Project, 
by A. E. Buck. 


ate because of New York’s cumbersome 
and outmoded budget system. Every 
commissioner with whom we and our 
staff have conferred has enlarged upon 
the needless management difficulties 
which he encounters because of budget 
controls and interference. 


As businessmen we know by experi- 
ence that the heads of spending agencies 
will often struggle against central 
budget controls. We know also that such 
controls are necessary, particularly in 
government. But we know that no such 
frustration and anguish is needed as 
New York endures; we know that this 
bad management situation must and can 
be corrected, provided we will make the 
effort to modernize our total manage- 
ment system from the bottom up, in- 
cluding budgeting, of course. 


Accordingly the remainder of this 
chapter is devoted to the major indenti- _ 
fiable faults of the New York Budget 
system and to the corrective measures 
now called for. 


MAJOR FAULTS OF THE NEW YORK CITY BUDGET SYSTEM 


(1) The line-item budget strangles 
management and overwhelms the 
Bureau of the Budget, without estab- 
lishing effective or constructive con- 
trol, or giving the public adequate 
information as to what any depart- 
ment is planning or is authorized 
todo." 


The line-item form of budget now 
used by the City was devised 40 years 
ago and basically has changed little 
since that time. It represented a great 
 * The following members of the Committee 
dissent in part: Messrs. Beame, Horowitz, 


Iushewitz, McGrath, Preusse, Reid and Shea. 
See page 264. 


step forward when adopted by New 
York City at a time when no other 
American government had a _ budget 
system. But in the meantime, and par- 
ticularly in the past twenty years, budg- 
etary theory and practice have radically 
changed. As to the line-item budget, 
New York has not changed. 


The line-budget was designed to pre- 
vent flagrant misspending of the City’s 
funds, such as plagued the City in the 
late nineteenth century. It still per- 
forms this function fairly well. But it is 
not set up to facilitate intelligent choices 
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among competing ends, probably the 
most important function of modern 
budgeting. And it cannot cope with the 
more subtle forms of waste which are 
now the chief problems of municipal 
management—excessive expenditure of 
men and materials per unit of work 
accomplished and the continuation of 
work for small pressure groups without 
a test of comparative values. 


The information furnished by the 
line-item budget does not tell top admin- 
istrators, legislators, or taxpayers what 
the expenditure items provide in the 
way of benefits and services, since the 
line items are not related to programs 
and specific activities, except incident- 
ally. For instance, the line items give no 
information on the numbers of welfare 
cases to be handled, hospital patients 
treated, tons of garbage collected, miles 
of streets cleaned, and so on, and the 
costs per unit thereof. 


Instead of classifying requests and 
recommendations by functions or pro- 
grams, the City budget classifies them 
by 11 basic categories of expenditure 
objects : personal service, supplies, mate- 
rials, equipment, contractual services, 
social welfare and contributions, pen- 
sions, fixed and miscellaneous charges, 
debt service, and unallocated appropri- 
ations. All these groups of codes have 
subdivisions, 9 for the personal service 
code alone. : 


For instance, the Purchase Depart- 
ment’s 1951-52 budget as finally adopted 
is set forth in 215 lines. Of these, 179 
lines cover the 694 regular employees 
budgeted for the Department 12 lines 
cover supplies; 3 lines, materials; 7 
lines, equipment; 11 lines, contractual 
services; 1 line, fixed charges. Table 2 
shows how the budget appears. 


TABLE 2 


BUDGET OF THE DEPARTMENT OF 
PURCHASE* FOR THE FISCAL YEAR 
1951-1952 


Personal Service°— 


2401-001 Salaries—Regular Employees— 
1. Commissioner of Purchase ........ $ 15,000.00 
2. Deputy Commissioner ................ 8,000.00 
3. Secretary of the Department... 7,250.00 
3. Secretary to the Commissioner.. 4,520.00 
kK 
6. Director of Purchase .............06 7,500.00 
kk 
8. Director of Stores ............0scccce 7,850.00 
KKK 
12; Buyer so. keicl soessctatesess 9 at 5,650 50,850.00 
KKK 
27. Senior Chemist ..............cccccccseess 5,690.00 
KKK 
47. Junior Accountant ....7 at 3,200 22,400.00 
Kk 
52. 5 Clerk onccsticuttesnidiencemerneet 5,650.00 
KK 
D Tix RCACTKC “teasex seeveutaseveasees 7 at 2,110 14,770.00 
KKK 
LISS Typist! cack nlsiska ees 2,780.00 
KKK \ 
137. Storekeeper ............ 15 at 3,790 56,850.00 
KX 
162. Auto Engineman....11 at 3,430 37,730.00 
KK 
169. Coffee Roaster .......... (276 days) 2,960.00 
KE 
178. Laborer: scccccesesoscscssee (276 days) 2,410.00 
RKK oe 
Schedule Total ...............0000 $2,323,137.00 
Less Required Accruals........ 75,000.00 


Total Personal Service........ $2,248,137.00 


Other Than Personal Service— 


Supplies 
101. Office Supplies .......... ce ceeeseeee $  3,000.0C 


103. Departmental Reports and 


7° Butletins: ¢)....25¢ 40st c.cteeeeee 35,000.00 
113. Small Tools and Implements.... 650.00 
Code: Total ‘s.ascenc ee $ 71,700.00 


8In addition, there is a schedule for the general pur- 
chase fund, showing the various purchases (by type of 
item and amount authorized to be spent) for which the 
Department is responsible. 
b Some line items, included by ***, are omitted. 
5c ae City of New York, Budget for the Fiscal year 
-1952. 
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TABLE 2 — Continued 
24-200 Materials— 


201. Construction Materials .............. $ 8,000.00 
202. Motor Vehicle Materials and 
RODGIF | POPES ss ccsusssssxesasesssenadiwes 2,000.00 
203. Other Machinery and Equipment 
Materials and Repair Parts.... 5,500.00 
Goce Total” f..kiccccesccciecconesss $ 15,500.00 
24-300 Equipment— 
301. Office Equipment .......... eee $ 4,050.00 
kk*X 
304. Printing, Binding and _ Repro- 
ducing Equipment ................... 3,910.00 
Code: Total ..i653.c028 ks. $ 49,560.00 
24-400 Contractual Services— 
ACs POSTAGE. civcasesscnssicesvsserssedavenssdeece $ 12,000.00 
402. Telephone and other Communi- 
Cre | | ON Vaan 15,000.00 
REX 
413. Rental of Office Equipment........ 30,000.00 
Code Total cicc.ccccccsscssessnescose $ 57,000.00 
24-700 Fixed Charges— 
k*K* 
704. Surety Bond Premiums and 
BRSOLCNGE:: soticcisscece chen orsccaekeescaors $ 275.00 
Total Other than Personal 
SORES Bas at Becc dccancscaser edie 217,635.00 


Departmental Summary— 
Total Personal Service............ $2,248,137.00 
Total Other than Personal 


SEI Cea & cesoosteketevernuivas es cbies 217,635.00 


Departmental Total.......... $2,465,772.00 





This is everything the budget docu- 
ment, setting forth the budget as finally 
adopted, tells us about the Department 
of Purchase. What activities does it 
engage in? We know, in general, that it 
purchases materials and supplies for 
City agencies, and from looking at the 
list of position titles we can infer that 
it tests and stores materials and, for 
example, roasts coffee. But we can tell 
little more about the activities of the 
Department or how many persons are 


employed in each activity. There is 
nothing to indicate, for instance, that 
the Department repairs typewriters for 


other departments or that it manufac- 


tures most of the paint and insecticides 
used by the City. Listing the titles and 
salaries of the positions to be filled may 
help prevent the City from paying too 
much for any particular job (though 
this kind of control should be exercised 
through position and salary standards, 
not through the budget). But the pres- 
ent budget gives no information as to 
how many men and how much supplies, 
materials, and equipment will be re- 
quired for any specific purposes, or 
whether they are being used in the most 
efficient manner. There is nothing to 
show, for example, that it costs over 
$50 to process a single “purchase” re- 
gardless of size, and that 40 percent of 
the individual purchases are for amounts 
of less than $50. 


The long lists of position titles and 
salaries, which make up the bulk of the 
budget document, serve little purpose in 
planning or in any other budget func- 
tion. Thousands of lines are devoted to 
single positions in other instances thou- 
sands of positions are listed by a single 
line, one line of the 1952-53 Hospitals 
budget covers the employment of 1,693 
nurses in 6 pay scales. 


In fact, not all the titles listed will be 
filled all the time. The Department of 
Purchase is required to save 3 percent 
(see the $75,000 required accruals item) 
of its gross allowance for personnel. The 
required accruals may be made up by 
delaying to fill vacancies in the depart- 
ment, by saving salaries of employees 
on sick leave, and so on. But in some 
instances positions are included in the 
budget when there is no intention of 
filling them, and the “savings” in per- 
sonal costs are applied to the required 
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accruals. In such instances, the list of 
positions is misleading. 


The departmental summary shown in 
Table 2 does not even give a complete 
picture of Purchase Department costs. 
Nothing is included for employee pen- 
sions, for rentals (actual or implicit) 
of the office and storeroom space occu- 
pied, and for various minor charges. 


Results for the failure of the budget 
to identify departmental activities is 
even more strikingly illustrated by the 


budget of the Department of Marine — 


and Aviation. This department operates 
two of the City’s public-service enter- 
prises—the docks and the Staten Island 
ferry—and operates the City’s service 
ferries to Welfare and other islands. 
Yet the departmental budget in no way 
identifies or segregates the costs of the 
revenue-producing enterprises, nor at- 
tempts to produce a statement matching 
costs and revenues. Instead there are 
the conventional long lists of positions 
and salaries, of supplies, materials, 
equipment, contractual services, and so 
on. The personal service expenses are 
classified under the following heads: 
administration; property management; 
supervision of docks and open wharf- 
age; engineering maintenance; and re- 
pair of waterfront properties; ferry 
administration; ferry operation; ferry 
maintenance; mechanics; waterfront 
structures; and mechanics; ferries. This 
classification segregates the ferries 
somewhat, but it does not differentiate 
between the revenue line (Staten 
Island) and the institutional lines. There 
is no breakdown at all of the nonper- 
sonal service items. 


In the Department of Hospitals 
budget part of the personal service ex- 
penses are broken down by individual 
hospitals, but there is no breakdown of 
the allowances for nurses, hospital at- 


tendants, social service workers, dietary 
service employees, or mechanics; and 
many employees work at hospitals other 
than those indicated in the budget. 
And nonpersonal service expenditures, 
amounting to nearly $22 million in the 
1951-52 budget, are not segregated by 
hospitals. There is no way of discover- 
ing what each hospital does, what each 
costs, or the costs per patient, and there 
is no indication of the proportion of 
costs expected to be recovered from pa- 
tients who can afford to pay for part or 
all of their care. 


The Department of Correction budget 
has a fairly complete breakdown of per- 
sonal service expenditures by institu- 
tion, but no analagous breakdown of 
nonpersonal service expenditures, and 
no allocation of overhead costs. Finally, 
there is no indication of the number of 
inmates cared for at each institution. 


In brief, the New York City budget 
is an endless thicket of figures, pene- 
trable only by the experienced person- 
nel of the Budget Bureau and with little 
significance (save after formidable 
amounts of research) to the world out- 
side the Bureau, including the legisla- 
tive bodies and the taxpaying public. 

(2) The New York City budget is 
found in two unco-ordinated parts, 
neither of which is sufficiently com- 


prehensive or final to meet modern 
standards. 


_ Both the expense and capital budgets 
are further impaired as informational 
and planning instruments by the fact 
that they are incomplete, unco-ordi- 
nated, and lacking in summary state- 
ments which bring out the most impor- 
tant facts. This is true in spite of the 
fact that very great advance has been 
made in recent years in the readability 
and content of the Mayor’s annual 
Budget Message to the Board of Esti- 
mate and the City Council. 
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The expense budget omits many ex- 
penditures items, most of them minor 
but some of great importance. There is 
not even a summary of transit finances 
in the budget, although the transit sys- 
tem in 1952-53 will require at least $114 
million of taxes levied and collected by 
the City to meet debt service charges 
and operating deficits. Indeed, compil- 
ing a complete table of transit finances 
at the present time is a major research 
job. Most transit operating expenses 
appear in the Board of Transportation 
budget, but some including portions of 
the pension contributions for transit 
workers and expenses of the Board of 
Transportation, appear in the regular 
expense budget. Proposed capital expen- 
ditures appear in the City capital 
budget. Finally, some unforeseen “spe- 
cial schedule” items financed by budget 
notes never appear in any budget. 


Similarly, there is no accounting in 
the expense budget for the finances of 
the Housing Authority, to which the 
City contributes more than $1 million 
annually. As noted previously, there is 
no attempt to segregate the revenues 
and costs of the other public enterprises 
— water, docks, and ferries, and 
markets—in the expense budget. 

The document presenting the capital 
budget as finally passed omits that part 
of the capital program consisting of as- 
sessable improvements, although a com- 
pilation of assessable improvements is 
included in an appendix to the capital 
budget and plan as prepared by the City 
Planning Commission. And some of the 
expenditures chargeable to the capital 
program are included in the expense 
budget document instead of the capital 
budget. 


The fact that the capital budget is on 
a calendar-year basis and the expense 
budget on a fiscal-year basis, running 


from July 1 to June 30, prevents any 
full and accurate presentation of the 
City’s proposed expenditures for any 
period. And the implications of the capi- 
tal budget for the expense budget are 
never in view when the expense budget 
is under consideration. 

(8) As a planning instrument the 
budget itself and the underlying de- 
partmental estimates are seriously 
deficient, particularly because of their 
failure to give any meaningful idea 
of past performance or of future de- 
partmental activities or unit costs. 
The expense budget, submitted by 

the Mayor to the Board of Estimate 
and the Council, provides little more 
useful data than the budget as finally 
adopted. It has this additional infor- 
mation (see Table 2 for an illustration 
of lines excerpted from the 1952-53 
executive budget of the Purchase De- 
partment): the budget appropriation 
for the curent year (1951-52) as modi- 
fied; the departmental request for the 
forthcoming year; and the executive 
recommendation for the forthcoming 
year. 


Again we find a maze of figures, 
further complicated by the multiple 
columns and an elaborate code for indi- 
cating transfers and other changes 
which requires a key at the bottom of 
each page. Little space is given to sum- 
maries which would highlight the im- 
portant points. Whatever purpose the 
document serves (and it resembles an 
accountant’s worksheet more than any- 
thing else), it is virtually useless as a 
source of information for planning or 
decision making. 

There is no information on questions 
such as the following: What will be the 
actual expenditure for the current year 
and past years to be compared with 
next year’s proposed appropriation? 
(This amount cannot be definitely © 
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known at budget-making time, of 
course, but estimates can be made which 
ordinarily will be more accurate than 
the figure included in the executive 
budget, which contains the current 
year’s appropriation as modified by 
transfers and other changes up to the 
time the budget is submitted.*) What 
are the department’s principal functions 
and programs? What are the costs (per 
unit wherever this information can be 
obtained) of each activity? How much 


of any increase or decreases are due to | 


contemplated expansion or contraction 
of current programs? For what reason 
is the expansion or contraction pro- 
posed? How much of the requested in- 
creases or decreases are due to changes 
in wages and salaries and other costs? 
What would be the loss in services and 
benefits of decreasing the amount re- 
quested, say, 10 percent? What services 
and benefits could be added by increas- 
ing the amount, say, 10 percent? 


These are the questions which must 
be answered if the legislative bodies and 
the public are to get a perspective on 
the budget and make intelligent deci- 
sions about allocating scarce funds. The 
fact that the present form of the budget 
does not provide the answers probably 
accounts for the failure of the legisla- 
‘tive bodies to participate more in the 
budgetmaking process than they do, and 
it prevents intelligent public discussion 
of issues raised by the budget. 


These comments concern the execu- 
tive budget, as compiled by the Budget 


* Expenditures frequently do not correspond 
to appropriations. Fuel requirements of the 
school system are consistently underestimated 
in the Board of Education budget, for in- 
stance; this would be less likely to happen 
if the appropriation for the forthcoming year 
were based upon the current year’s expendi- 
tures instead of upon the appropriation as 
modified. 


Bureau under the Mayor’s direction. 
What types of information lie back of 
the executive budget? 


We find that the budget request forms 
submitted by the departments and agen- 
cies are essentially the same as the first 
four columns of the executive budget 
(see Table 3) and that the justifica- 
tions of departmental requests are not 
concerned with integrated programs. 
Whatever information is used pertain- 
ing to programs must be compiled sepa- 
rately by budget examiners and depart- 
mental officers. 


Some budget examiners and the ad- 
ministrators of better-managed depart- 
ments do not rely solely upon the type 
of information submitted in budget 
requests. Administrators, to be at all 
effective, must think in terms of objec- 
tives and their costs. Information on 
the relation between personal service 
and other costs of any program, new or 
otherwise, is frequently compiled for 
purposes of internal management and 
budget preparation. The Education 
budget is submitted to the Board of 
Education, for instance, shows the in- 
structional costs of both general and 
special educational programs and vari- 
ous other data relating either to par- 
ticular programs or particular schools. 
None of this information appears in the 
City budget documents or budget re- 
quest forms; instead it is translated into 
the usual impenetrable thicket of 
figures.** 


** No real purpose is served by the transla- 
tion, since the Board of Education codes are 
lumped together at the end of each fiscal year, 
a practice which throws overboard any sup- 
posed safeguards of itemized appropriations. 
The only reason for treating the Education 
budget in this way apparently is to make it 
formally consistent with other departmental 
budgets. 
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CHANGES BY MODIFICATION 


———————- i | 


(*) Increase 
r 


° 

Decrease 
1,440 00 
2,230 00 
1,560 00 


Line 


No. 


154. 2 


2,110 00 155. ag 


2,650 00 
430 00 
3,670 00 
1,020 00 
2,650 00 
*3,430 00 


*120 00 | 161. 


3,550 00 


3,430 00 


AS MODIFIED From Original Budget for 1951-1952 
SSE Sy ete as 
ee Tels eo ae A eRe aN 
Number of 

Incumbents, Schedule | Symbol—For 

Line Rates of Line Explanation, 

No. TITLE Compensation Amount | See Footnote 
POS) ea ee 
L54y Attendant .(Male) 22 ee ee ee (3,420) 3,670 00 Nr (TY To line $9... 
jP eS AA Ss See RRL a LR 
Mag MINE CRinA atest eet ese eae a re Sa (3,420) 3,670 00 T (1) To Line 184... 
TC (1) To Line 180.......... 
Teh Wattlinan: oc 4 eee eee 12 at (2,830) 3,080  36,96000|),” ,, me ae 
Es T (1) To Line 185.......... 
MSO OAitie: ENGINEMAN tao: Seeta-.coteccsteec eas Pckcae oa (3,420) RUBE gee ete 6 |) ete eee ee Pe 
put T (1) To Line 180.......... 
T (1) From Line 162... 
Vol Auto (Engineman S20.2..8)5. Feat (3200) S550. 24, 85000 eS ty ee 
TC (1) To Line 192........ 
Tb2t MULO. ENQINGMON: <-ccccse ances eae 10 at (3,180) 3,430  34,30000 | T (1) To Line 161............ 
165. Auto Engineman .............. ... 2 at (2,520-2,640) 2,770-2,890 Brbb Or GO. tate ee ee 
166. Auto Engineman ........................ (2,400-2,520) 2,650-2,770 7 | Re nee ei ee Pees, sewers 


DEPARTMENTAL SUMMARY— 
Total Personal Service 
Total Other Than Personal Service 


Departmental Total 


A—New Position 

B—Adjustment to Meet Increased 
Living Costs 

C—Change of Title 

***Lines omitted. 


Perret eer rer erry 


er errr er reer rrr rrr ress 


$2,237,157 00 


217,635 00 


$2,454,792 00 


D —Filled Position Dropped 
DS —Salary Decrease 
GA—Grade Adjustment 


—Mandatory Salary Increment 


—310,980 00 


—$10,980 00 


CZ. = 


Source: The City of New York, Executive Budget for the Fiscal Year 1952-1953 


L+ $4,776 00 


L+$4,776 00 


156. 1a 


159. 


j 
l 
162. \; 


—Increment Adjustment 

—lIncumbent in Military Service 
—Payable from Budget Notes 
—Present Salary 
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PROPOSED CHANGES 
FROM BUDGET FOR 1951-1952 


EXECUTIVE BUDGET 





-1953 AS MODIFIED FOR 1952-1953 
a 
Number of 
s, Schedule | Symbol—For (*) Increase Incumbents, Schedule 
Line Explanation, or Line Rates of Line 

on Amount | See Footnote Decrease No. Compensation Amount 
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BSC ONO cece... aienantde: [ES ae aca (3,420) 3,670 00 
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BC CRU tp aee oA ke OG aries Sioa! (3,420) 3,670 00 
SLOSS ea *240 00 
) 21.300 00 ee ort es | ee ee Volot 7 at (3,300) 3,550 24,850 00 
| 7,340 00 |S (2) $240 each.......... *480 00 
) 3550 00 Cee ee. Ste *120 00 162. et Onat (3,180) 3,430 34,300 00 
Metro Ube = ee See gi « “Le 
l Obs ccd at (2,640-2,760) ) 
§ 5,900 00) 1) (2) $120 each.......... *240 00 2,890-3,010 if 5,900 00 
fl HOGreccse: asl (2,520-2,640) 
18 18S | Sah eae ee eee *120 00 2,770-2,890 if 2,830 00 
370,180 00 | Increase ...2.....c..... TUPAC HOUT a2. osc cc ct aes aetihoe $2,215,982 00 

BOO ONO U0 | IACTERSE  oc.ceccctecece ccc cescoss PCL) | eee en een 206,573 00 
7,139,286. 00 | Increase .........0...0....0... SLC WAG IOUS tito chee occavnses here nds $2,422,555 00 
2s.—Restoration Sj—Salary Increase According to Exist- 


-—Prevailing Rate Fixation 
—Increase Over Present 
Schedule Line 








ing Salary Adjustment Plans 
T —Position Transferred 
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PROPOSED CHANGES 
FROM BUDGET FOR 1951-1952 
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ce oF 
Symbol—For (*) Increase 
Explanation, or 

See Footnote Decrease 
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i U2 S120 cath. 
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The Correction Department’s expense 
accounting report (as opposed to its 
budget) gives fairly complete break- 
downs for each institution under the 
Department’s jurisdiction, of expendi- 
tures for custodial service, food, motor 
equipment, repairs, maintenance, and 
so on. Per-person costs are computed 
where significant, as with food. 


Such information is usually available 
to budget examiners, if they care to use 
it, but they must go outside budget rou- 
tine to do so. And some examiners are 
handicapped by the fact that their work 
is split, one examiner handling personal 
service and another examiner the other 
codes. The examiner for the Welfare 
Department handles the personal service 
codes and the codes covering welfare 
payments; other codes are handled by 
the Budget Bureau’s Division of Engi- 
neering. Three budget examiners handle 
the personal service codes of the Depart- 
ment of Hospitals; other codes covering 
food, equipment, building repair, medi- 
cal supplies, and so on are handled by 
the Division of Engineering. No one 
sees an integrated picture of any one 
institution or of any one program. 


The emphasis on expenditure codes 
and the failure to relate expenditures 
to objectives are great obstacles to co- 
ordinated planning and expenditure 
control. One inevitable result of the 
present system is that appropriations 
tend to be based on what was granted 
previously, rather than upon a continu- 
ing re-evaluation of programs and ob- 
jectives. A budget line once established 
is seldom cut or eliminated; it tends to 
be regarded as departmental property. 


Certainly the legislative bodies are 
helpless. They cannot cut specific line 
items without ramifications which they 
are quite unable to trace. Also, actions 


cannot be integrated. For instance, the 
Board of Estimate in considering the 
1951-52 budget reduced the personal 
service codes of five major departments 
simply by raising the resquired accruals 
by an aggregate of $1.1 million. Al- 
though this corresponds to a cut of 
about 300 positions, there were no cor- 
responding adjustments in the appro- 
priations for supplies, materials, and 
so on. 


(4) As a means of control, the 
New York budget is in danger of 
degenerating into a departmental 
strait jacket which prevents much 
useful and efficient action in its effort 
to check waste, and in the process 
loses control over the major matters 
of real importance. 

The form of the budget—a mass of 
uintegrated detail—reflects the type of 
control of expeditures exercised by the 
Budget Bureau. Each of the budget lines 
becomes law once the budget is approved 
and appropriations are made by the 
legislative bodies. Any changes must be 
approved by the Board of Estimate, but 
in practice the Board follows the recom- 
mendations of the Budget Bureau. 
Since endless details of day-to-day oper- 
ations cannot be foreseen for a year in 
advance (this is what the line-item 
budget attempts to do), many transfers 
of funds must be requested over the 
year. Hence the budget becomes a de- 
partmental strait jacket. 


Its power over these transfers alone 
would give the Budget Bureau consider- 
able influence in departmental affairs. 
But the Bureau’s power actually goes 
much further. The Budget Director’s 
permission must be obtained for filling 
personnel vacancies, even if the work in- 
volved is vital and the positions have 
been authorized and appropriations duly 
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made.* This is the most striking in- 
stance of the extraordinary control 
exercised by the Bureau over the inter- 
nal administration of the operating 
departments. The Bureau also specifies 
the times and the positions for which 
Civil Service examinations can be held. 


All undertakings, no matter how mi- 
nute, from launching new major proj- 
ects to the installations of telephones, 
pass under the watchful scrutiny of the 
budget examiner, and an amazing num- 
ber of such details are inspected by the 
Budget Director personally.** This un- 
ceasing vigilance over the spending of 
the taxpayer’s money reflects a com- 
mendable objective. The present Budget 
Director and his predecessor deserve 
high praise for the tone and morale of 
the Bureau. We believe, however, that 
the same energy and enthusiasm would 
be more effective if applied along dif- 
ferent lines. 


The Bureau’s attempts to economize 
by niggling over details and delaying 
expenditures until the Bureau is con- 
vinced that they are justified has sev- 


* The covering statement in the “Terms 
and Conditions” of the 1951-52 budget reads 
as follows: “No vacancy in any schedule sup- 
porting appropriations for personal service, or 
occurring thereafter during the fiscal year, 
except for the positions of elected officials and 
except in the Offices of the Presidents of the 
Boroughs, shall be filled except on a certificate 
issued by the Director of the Budget .. .” 

In the enforcement of this provision the 
Director of the Budget has greatly extended 
the use of “blanket authorizations,’ under 
which departments may proceed for named 
categories of positions without further individ- 
ual authorizations. The blanket authorizations 
now cover 81 percent of the positions, leaving 
19 percent to specific further controls. 


** The budget “Terms and _ Conditions” 
specify that the Budget Director must ap- 
prove all equipment purchases (except library 
books), all contracts or proposals for work to 
be performed where the amount is more than 
$2,500 but not over $10,000 (contracts exceed- 
ing $10,000 must be approved by the Board 


of Estimate), and all contracts for telephone 
service. 


eral bad effects. Departmental officials 
are forced to spend too much of their 
time negotiating with the Budget Bu- 
reau over details. In many instances, 
the amounts involved are less than the 
value of the time lost. And time spent in 
negotiations, of course, cannot be de- 
voted to departmental management. 
And delaying or preventing expendi- 
tures (for filling positions or buying 
equipment and supplies) may seriously 
handicap programs and _ activities. 
Budget officials cannot handle promptly 
the amount of work necessitated by the 
present detailed control, and delays in- 
evitably occur even where expenditures 
can easily be justified. This has led to 
many cases of waste, some of which 
have received embarrassing publicity. 


The New York procedure conflicts 
with the basic principles of modern ad- 
ministration that administrators should 
be given clearly defined objectives, with 
broad authority to achieve these ends, 
and should then be held responsible for 
results. Under the present system, the 
Budget Bureau assumes the authority 
for administrative decisions but does 
not take the responsibility for results. 
Now, in fact, responsibility cannot be 
placed anywhere. | 


Preventing and delaying expenditures 
may save the City some money in the 
short run but at the cost in many cases 
of disproportionate reductions of ad- 
ministrative efficiency, or of services 
and benefits provided by the City. For 
example, a new hospital building stood 
idle for many months while hospital 
administrators and the Budget Bureau 
wrangled over the rates to be paid new 
personnel, one difficulty being that per- 
sonnel competent to organize and oper- 
ate a new instiution could not be hired 
at the rates the Budget Bureau wanted 
to pay. The present system is designed 
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~to check very bad administrators and to 
minimize the money they can waste and 
the harm they can do. But whether it 
performs even this job more efficiently 
than could alternative systems is ques- 
tionable. 


Divided administrative responsibility 
and the continual checks imposed on ad- 
ministrators by the present system of 
controls will make it increasingly diffi- 
cult for the City to attract and hold 
top-grade administrators. There is a 
growing volume of complaints against 
what administrators regard as undue 
interference by the Budget Bureau in 
departmental management. Certainly 
the bad effects of the present system 
have been pointed out forcefully by a 
number of the survey projects of the 
Mayor’s Committee. 


We conclude that it is not good 
management to hire experienced, pro- 
fessional, program directors in the de- 
partments and then, in the routine of 
daily management, substitute for their 
judgment the decisions of budget ex- 
aminers—however able and devoted 
they may be—who are not responsible 
for the programs. Obviously the system 
is wrong. 


(5) The New York budget does not 
rest upon a modern system of ac- 
counts designed to contro! spending 
to authorizations, to give manage- 
ment up-to-the-minute information 
needed for decisions, and to inform 
the public both as to the honest appli- 
cation of funds and as to the effective- 
ness of the management in terms of 
comparative standards. 


Any budget system rests upon the 
accounting system and is limited by the 
type of accounting and statistical infor- 
mation available. The present system of 
classifying expenditures by personal 
service and other codes inhibits the de- 


velopment of cost accounting data, 
although the New York City budget 
does not make full use of data now 


~ available. Neither the Budget Bureau 


nor the Comptroller’s Office has pushed 
the development of accounting informa- 
tion and procedures to the point neces- 
sary for good management. 


Governmental accounting generally is 
backward in this respect. And yet in 
government, as in business, a system of 
cost data and cost controls are a first 
requisite of efficient planning, manage- 
ment, control, and reporting. Only with 
cost data can management or the inter- 
ested public get any notion of the oper- 
ating efficiency of an enterprise. 


It is often objected that municipal 
activities do not lend themselves to cost 
accounting procedures, because of the 
difficulty of measuring units of output, 
benefits, and services. The services of 
the Fire Department, for instance, can- 
not be measured by the number of fires 
extinguished, since part of the work of 
the department is to prevent fires and 
its accomplishments should be indicated 
by the number of fires prevented, which 
no one can measure. Similarly, the 
Police Department’s work is partly 
preventive. 

But even with these departments, it 
is possible to derive cost data which will 
throw light on departmental operations 
and improve management. For fire pro- 
tection, elementary statistics like cost 
per resident, cost for specified types of 
residential buildings, cost per cubic foot, 
and cost per $1,000 of real property 
values are significant data when com- 
pared with costs in other cities and with 
past costs. It would be possible, with 
thorough-going studies such as that 
carried out by the survey project of the 
Mayor’s Committee, to establish “stand- 
ard costs” of certain activities per- 


formed and levels of protection achieved. 
Where there are no goals, there is no 
incentive to achieve goals, and no 
amount of wailing by taxpayers’ organi- 
zations will increase efficiency or reduce 
costs. 


The Sanitation Department has sim- 
ple measures of accomplishmen—tons of 
garbage collected and disposed of and 
miles of streets cleaned; the Board of 
Education—pupils handled in different 
programs; the Hospitals Department— 


patients treated; the Welfare Depart- 


ment—cases; the Corrections Depart- 
ment—inmates of institutions. All are 
elementary but significant data which, 
properly compiled and _ interpreted, 
would throw much light on the City’s 
operations; a record of changes in rates 
from year to year and from decade to 
decade may be significant. Some such 
data can be produced for nearly every 
program. Once the quest has been ini- 
tiated for such material, with compari- 
sons from department to department 
and city to city, a series of valid and 
meaningful standards can be developed 
of value for efficient management. 

(6) The capital budget contains 
both too much and too little and is 
now little more than a list of pious 
hopes. It is not tied into the current 
expense budget, rests on inadequate 
staff work, and fails to be a genuine 
instrument for determining priorities 
in the application of restricted invest- 
ment funds of the City. 

The capital budget, in segregating 
capital expenditures from current oper- 
ating expenses and fixed charges, fol- 
lows accepted canons of accounting and 
budgetary practice. It includes perma- 
nent physical improvements to the 
City’s plant, including real estate acqui- 
sitions and the cost of preliminary sur- 
veys and plans, but it omits assessable 
improvements, which are an important 
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element of the City’s capital program. 

The capital budget is based on a cal 
endar year, being prepared, submitted, 
and voted on in the last six months o 
the calendar year. The reason for put 
ting it on a different year than th 
expense budget is to avoid congestion 
in the work of the Budget Bureau, th 
Mayor, the Board of Estimate, and th 
Council. The budget is prepared ini 
tially by the City Planning Commission, 
which submits with each year’s capital! 
budget a follow-up capital plan for the 
succeeding five years. 


The capital budget is not a budgeti 
in the ordinary sense, for it is not al 
definite plan backed by appropriations: 
for the listed projects. Each project: 
requires subsequent separate appropri-- 
ations by the Board of Estimate. And! 
the Board, by a three-fourths vote, cani 
add projects to the budget. Appropri-: 
ations need not be made for complete: 
projects; they may be made in several 
stages—to finance engineering plans, 
site acquisition, construction, equip- 
ment purchases, and the like. 


The continuing controls exercised by 
the Board of Estimate inevitably affect 
the quality of the planning for the 
capital budget and capital program. 
Many departments make no_ serious 
effort to determine priorities among 
their capital needs or to plan projects 
carefully. Frequently they submit lists 
of all conceivable needs. The City 
Planning Commission has the respon- 
sibility of fitting the projects submitted 
by each department into the City’s 
over-all capital program and of deter- 
mining priorities among them. But the 
culling process in practice is not 
thorough-going. Many projects are in- 
cluded in the budget year after year, 
with no expectation that they will be 
undertaken. They are little more than 
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a “W.P.A. Shelf,” which they were 
at one time. There is no indication that 
the Board of Estimate follows any 
order of priorities in voting appro- 
priations for projects, and the appro- 
priations made in the course of any 
year usually bear little resemblance to 
the capital budget for that year. 


The capital budget, therefore, is 
essentially a list of pious hopes rather 
than a definite program. 


The capital budget document incor- 
porates some of the shortcomings of 
the expense budget. First, it is incom- 
plete; some capital expenditures are 
included in the expense budget docu- 
ment (though not formally in the col- 
lection of items making up the expense 
budget). Second, it presents only the 
sketchiest of summaries and omits vital 
information. There is nowhere a State- 
ment of how much of the capital pro- 
gram as submitted is to be financed 
under the pay-as-you-go-plan and how 
much by indebtedness. Estimates of 
debt service and operating costs are 
submitted for each of the projects in 
the capital budget (but not for the 
projects in the follow-up five-year cap- 
ital program) but there is nowhere a 
summary by department or otherwise 
of total debt service and operating 
costs, that is, of the implications of the 


CORRECTIVE 


The major faults of the New York City 
budget system have been identified in the 
foregoing pages as inherent in the pres- 
ent line-item appropriation system; in 
the lack of comprehensive coverage of 
the budget, especially with the split 
between the current and the capital 
programs; in the failure of the budget 
and the underlying estimates to fur- 


capital budget for the expense budget. 
In fact, little attention is paid to the 
implications for the expense budget. 


The concern of the appropriating 


bodies, when considering the capital 
budget, is with debt limits rather than 
with how operating costs and debt 
service will ultimately be met.* 


The expense budget, in turn, has not 
been well integrated with the capital 
program; frequently it fails to include 
allowances for putting into operation 
capital projects designed to be com- 
pleted during the fiscal year. As a result, 
new projects at times lie idle for months 
while funds are being found for their 
operation. 


Finally, the tentativeness of the capi- 
tal budget and the fact that the expense 
and capital budgets cover different 
periods prevent the budget and appro- 
priating authorities from presenting a 
complete statement of the City’s pro- 
posed expenditures for any given year. 


* This is notably true of the Second Avenue 
subway and related transit projects. The pri- 
mary financing problem, from the City’s view- 
point, was getting the $500 million exemption 
from the constitutional debt limit. The question 
of how much the project will add to the transit 
operating deficit apparently has received little 
attention. No operating costs are shown for 
this group of projects; they are listed as 
“revenue-producing.” But there is little ques- 
tion but that their operating costs will far 
outstrip any increases they contribute to tran- 
sit revenues. 


MEASURES 


nish an adequate basis for information 
and planning and control; in the inade- 
quacies of the accounting system; and 
in the ineffectiveness of the capital 
budget. Thus we have found that the 
New York budget system thus fails to 
perform the basic function of a govern- 
mental budget, namely, to serve as the 
authoritative instrument of information, 
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planning, fixing responsibility, and es- 
tablishing control over the activities of 
the government in terms which are 
meaningful for the public, the respon- 
sible officials, and the administrators. 


These faults are serious and inherent 
in the present system. They stand 
squarely in the way of responsible and 
effective general management of the 
work of the City. Fortunately, however, 
the methods of curing the situation and 
giving the City a thoroughly modern 


budget system are well understood. We ~ 


trace these required steps of manage- 
ment improvement in the following 
sections. 


The major change which is needed 
is, obviously, to scrap the “line-item” 
budget and adopt in its place a ““‘program 
budget.” This same change in budgeting 
was recommended for the Federal gov- 
ernment by the Hoover Commission and 
by the President, and it is now in course 
of installation in the National govern- 
ment. Under its new charter the City 
of Philadelphia has also taken action to 
eliminate the old line-item controls and 
to substitute a program budget with 
quarterly allotments and other perfor- 
mance controls. 


The Mayor’s Committee on Manage- 
ment Survey has been fortunate in hav- 
ing as one of its members the Director 
of the New York City Bureau of the 
Budget. The Director of the Budget has 
not only brought to the Committee a 
great deal of information and many sug- 
gestions which could have come from 
no other source, but he has also been 
particularly informative in connection 
with the subject matter of this chapter. 


The Director of the Budget has de- 
scribed to the Committee the steps 
which he is already taking to transform 
the New York City Budget into a pro- 


gram budget in line with the major rec- 
ommendations of this chapter. While 
the City budget experts need no coach- 
ing from this Committee on the steps 
which are required to develop a modern 
budget system in this City, the Commit- 
tee nonetheless presents the following 
comprehensive program so that the 
citizens generally may understand what 
the Committee and the Director of the 
Budget are aiming at as the ultimate 
goal in the budget reform program. 
Accordingly we present in the follow- 
ing pages a general nontechnical de- 
scription of what a program budget 
would look like. This will be followed 
by a section on the budget summary and 
then by our specific recommendations 
for this and other changes in the budget 
system of the City. 


Program Budgeting 


A program budget tells in advance 
what activities the departments and the 
government as a whole are authorized 
to carry forward, in terms of expendi- 
tures for a given year. It emphasizes the 
work to be done, not the number of. 
clerks, pencils, and paper to be used in 
doing that work. 


Such a budget shows what was done 
during the past year and what these 
activities cost, on a unit basis where 
possible and by program in all cases, 
and what will be allowed for these pro- 
grams for the next year. 


The program budget shows who was 
responsible for doing the work last year 
and fixes responsibility and _ gives 
authority for getting on with the job’ 
for next year. 


Like any other budget, the program 
budget also shows how the budget is to 
be balanced and who will pay for the 
expenditures authorized. 
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The program budget thus sets up the 
targets and the authorizations against 
which the performance of the depart- 
ments can be measured from month to 
month as the year progresses. It gives 
a solid basis for studying efficiency and 
for measuring the adequacy of service 
performed. This, in turn, becomes the 
basis for the following year’s budget and 
enables both the officials and the public 
to judge whether the moneys have been 
apportioned appropriately between the 
many competing programs which go to 
make up the total work of the City. 


A line-item budget shows how many 
elerks will be hired, how much travel 
money will be spent, how much will go 
for printing, or mimeographing, and 
what will be expended for paper, type- 
writers, and stationery. The plans are 
based on these line-items; the controls 
are geared to these lines; the informa- 
tion has to do with the things used. In 
sharp contrast, the program budget 
starts with the work to be done, the 
costs of various work units, the purpose 
of travel, the ends to be served by print- 
ing or office supplies. The program plans 
are in terms of the jobs to be accom- 
plished; the controls are related to re- 
sponsible management; the information 
tells what work is being or will be 
done in relation to what was authorized 
in the past. 


In recent years, many state and local 
governments have begun employing 
program budget concepts, and the Fed- 
eral government has made considerable 
progress in this direction, as noted 
above. Several City Departments— 
Welfare, Education, Correction, and 
perhaps Sanitation, Parks and Public 
Works—can undertake program budg- 
eting almost immediately. Other de- 
partments, less accustomed to thinking 
in terms of their major functions and 


programs, may need time to work out 
the basis of program budgets and to 
realign their structures to correspond 


with their principal functions. 


An Illustrative Program Budget for 
the Department of Welfare 


Present budget—The Welfare Depart- 
ment executive budget for 1952-53 is a 
69-page mass of details, with no Summa- 
ries (save statements of total personal 
service and other costs), no statement 
of programs, and no explanation of in- 
creases in requests. The Mayor’s budget 
message provides little additional infor- 
mation on these matters. 

The personal service section lists over 
8,000 jobs on approximately 800 budget 
lines. The complicated system of presen- 
tation with abbreviations indicating 
transfers, vacancies dropped, etc. (see 
the illustration of the Purchase Depart- 
ment executive budget, p. 90) makes it 
virtually impossible to discover how 
many employees are to be hired for each 
bureau, or the aggregate number to be 
added to or subtracted from the total 
payroll. Another factor complicating the 
picture is the required accruals which 
will prevent filling many of the posi- 
tions listed. 

The system of accruals and restric- 
tions on filling vacancies adds to its 
troubles, particularly since turnover in 
the Department is high. It is impossible 
to predict precisely where vacancies will 
occur and the Budget Bureau frequently 
delays approving replacements. As a re- 
sult, the Department always operates on 
a make-shift basis.* As with other major 

* There is another complicating factor: the 
Department is supposed to staff certain State- 
aided programs on the basis of quotas (based 
on specified numbers of case loads per case 
worker, case workers per supervisors, and so 
on) agreed upon between the City and the 
State. In practice, the quota system is largely 


nullified by the Budget Bureau’s vacancy con- 
trols. 
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Schedule III. Sample of Informational Data for Program Budget — Continued 


CHILDREN’S CENTER 








; Actual Authorized Estimated 
Analyses by Objects 1949-50 1950-51 1951-52 
Other Than Personal Services 
Supplies 
Office Supplies $ ~=-1,500 
Printing Supplies 500 
Laundry and Cleaning Supplies 5,000 
Medical, Surgical and Laboratory 
Supplies 1,500 
Household Supplies 16,000 
Fuel Supplies 16,500 
Food and Forage Supplies 135,000 
Small Tools and Implements 500 
Wearing Apparel 36,000 
Educational and Recreational Supplies 6,000 
Other Operating and Maintenance 
Supplies 1,000 
Total Supplies $ 219,500 
Materials 
Construction Materials $ 2,000 
Other Machinery and Equipment Materials 700 
Total Materials $ 2,700 
Equipment 
Office Equipment $ 7,071 
Printing and Reproducing Equipment 110 
Motor Vehicle Equipment 3,100 
Laundry and Cleaning Equipment 1,815 
Medical, Surgical and Laboratory 
Equipment 1,490 
Household Equipment 25,227 
Educational and Recreational Equipment 5,899 
Other Operating and Maintenance 
Equipment 57 
Total Equipment $ 44,769 
Contractual Services 
Telephone and Other Communications $ 3,500 
Office Services 1,200 
Carfare 200 
Repairs to Motor Vehicles 100 
Repairs to Office and Other Operating 
Equipment 1,500 
Rental of Motor Vehicles 2,500 
Rental of Other Equipment 2,600 
Cleaning Services 19,000 - 
Transportation 4,500 


Total Contractual Services 


$ 35,100 
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Schedule III. Sample of Informational Data for Program Budget — Continued 


CHILDREN’S CENTER 


‘ Actual Authorized Estimated 

Analyses by Objects 1949-50 1950-51 1951-52 
Total Other Than Personal Services $ 302,069 

Contributions 
Payments to Institutions $ 12,000 
Donations (Special Allowances, Clothing 

and Incidentals for Children) 9,000 
Total Contributions $ 21,000 
Grand Total Children’s Center $1,063,615 





Personnel Guides 


Ratio of Children to Staff (Over-all) 
Quota Changes in Major Personnel Groups 


1. Number Children’s Counselors Per Child 
2. Etc. 
Other Than Personal Service 


Explanation of Major Increases 


Seen beers el Se 
Source: Prepared by Institute of Public Administration, in co-operation with the Department of Welfare. 


departments, personnel costs are sub- 
divided by major units within the De- 
partment; these correspond roughly to 
the major functions performed. But 
other costs are lumped together so that 
the costs of major departmental pro- 
grams cannot be readily ascertained. 


Program Budget —- The illustrative 
program budget shown in Table 4 was 
prepared by the Institute of Public 
Administration with the co-operation of 
the Welfare Department. In this budget 
broad programs and cost analyses take 
the place of line-item details. Each pro- 
gram is set forth as a unit; its relation 
to other programs and to the total de- 
partmental picture is readily apparent. 
The budget lists six major programs: 
general administration, departmental 
services, child welfare, adult institu- 
tional care, public assistance, and aux- 


iliary services. All the units in the 
Department have been put into one of 
these programs, and costs have been 
allocated accordingly.* 


The program budget summary brings 
together the totals of the six programs. 
Supporting schedules give details for 
each major program, broken down by 
main activities. For instance, the main 
activities of the child welfare program 
are children’s center, day care, foster 
home placement, and children’s place- 
ment. 


Schedule III, relating to the children’s 
center, shows the kind of data needed 
in assembling budgets for each major 
activity and in supporting such budget 


* About $1.5 million of costs, including 
telephones, office equipment purchases, and 
printing, were prorated on the basis of per- 
sonnel costs. 
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requests. It will be noted that the costs 
are classified by personal service and 
nonpersonal service categories, as are 
costs in the present line-item budget. 
The great differences are that here the 
costs are related to a specific activity 
and they are shown in far less detail 
and do not become an administrative 
strait jacket. 


Text Statement to Accompany the 
Budget 


In addition to the tables for each de- 


partment there would be an appropriate 
text statement. This would be in effect 
a report on the work accomplished dur- 
ing the past year, a review of successes 
and failures, and a projection of re- 
quirements into the next year, as stated 
by the department and then reviewed 
by the Bureau of the Budget and the 
Mayor. 


Other information also may be in- 
cluded. For instance, it would be highly 
useful to show for each activity, major 
program, and the department as a whole 
such information as the following: 
Recommended increases due to: 

Expansion of present activities.. $ 

INewridetivities cc. cat .ccl sae; foxes 


Increased wages and salaries.... 
Other increases (specified)..... | 


Recommended decreases due to: 
Contraction of present activities. 
Decreased wages and salaries*. . 
Decreases in nonpersonnel costs. . 
Increased efficiency of operations 

Net increase (or decrease) 


Information such as this would serve 
several purposes. By informing legis- 
lators and voters of the reasons for 
rising and falling costs, it would remove 
much misunderstanding (most of the 
complaints about rising government 
costs, for instance, leave inflation out of 
account). It would furnish incentives 


* Wages and salaries would seldom fall, 
unless an escalator clause tieing them to living 
costs were adopted. 


for departmental management improve- 
ment, since the results would be con- 
spicuously apparent. There are no such 
incentives at present; about the only 
publicity given departmental requests is 
the amount by which they exceed last 
year’s appropriations. This is, of course, 
generally meaningless. 


Expenditure Controls under a 
Program Budget 


Under a program budget such as that 
illustrated above, requests would be for 
lump sums to carry out defined pro- 
grams and would be based on cost anal- 
yses and work programs. This is the 
first point for budgetary discretion: are 
the requests adequately fortified by cost 
data? Are the costs over- or underesti- 
mated? Cost information is already 
compiled in some departments and used 
by some budget examiners, as noted 
above, but it is not consistently used 
because the budget is not set up on an 
activity-cost basis. 


The second type of control, under a 
program-type budget, is over the pro- 
grams and activities sanctioned by the 
budget as adopted. The usual procedure 
is to use administrative allotments. De- 
partment heads allot their appropria- 
tions for programs and activities at the 
beginning of the fiscal year, according 
to work plans for each quarter. They 
also may be required to set up reserves 
(out of their total appropriations) for 
contingencies. The work programs and 
quarterly allotments then are reviewed 
by the Budget Bureau, which approves 
(or disapproves for cause) the opera- 
tional plans, proposed allotments, and 
reserves. Any subsequent modifications 
also are subject to Budget Bureau re- 
view. 


The allotments then are made avail- 
able to the departments on a quarterly 


BUDGET 127 


basis. At the end of each quarter the 
Bureau reviews the rate of progress 
from reports showing the percentages 
of allotments and of the year’s appro- 
priations which have been encumbered 
and disbursed to date. Departmental 
heads can then be held strictly respon- 
sible for work progress.* And if the 
Mayor and Board of Estimate wish to 
curtail the rate of expenditure or to 
shift the emphasis among programs 
during the year, they can make intelli- 
gent decisions by considering programs 
as units, instead of using the present 
blunderbuss techniques of forcing wage- 
salary accruals by not filling vacancies 
or by delaying materials and supplies 
purchases. 


The program budget, properly devel- 
oped, can furnish still other incentives 
(other than the public recognition 
accorded efficient management) to in- 
crease efficiency by vigorous departmen- 
tal management. Departments may use 
funds set free by internal management 
economies for still other activities in 
which they are interested, but for which 
no room could be found in the original 
budget, provided they adhere to stand- 
ard personnel and other requirements. 
(The Bureau of the Budget, of course, 
should approve the additional activi- 
ties.) This type of incentive has proved 
effective in industry, particularly in 
large corporations. It should be noted 
also that it is consistent with our other 
recommendations respecting techniques 
for increasing departmental manage- 
ment responsibility. 


This new type of control would 
necessitate overhauling accounting pro- 


* Expenditures may not be an index of work 
progress if actual costs are far out of line 
with estimates, of course. But if costs exceed 
estimates the department head should be held 
responsible, and if they are held below esti- 
mates he should get the credit. 


cedures to make information on expen- 
ditures and commitments promptly 


available. But efficient management re- 


quires that this be done in any case. 


Under the new plan, the Budget 
Bureau would be freed from making 
administrative decisions, for which the 
personnel are not qualified and for 
which the Bureau takes no responsi- 
bility. Budget personnel instead would 
be able to perform the task of furnish- 
ing information necessary for proper 
direction and pacing of the financial 
program. The Budget Director would be 
freed from making thousands of deci- 
sions on insignificant points each year 
and would be enabled to concentrate on 
the task of improving the City’s plan- 
ning and management. 


Much of the detail work now handled 
by budget examiners should be relegated 
to departments. Each major department 
should have a full-time budget staff to 
operate within the framework of a 
managerial staff encompassing budget, 
personnel policy, accounting, and man- 
agement engineering. The nucleus of the 
Budget Bureau staff should be a small 
group of highly trained personnel, con- 
centrating on departmental functions, 
costs, performance, plans, and results. 


is Program Budgeting Feasible for 
New York City? 


The feasibility of a program budget 
for the City government is often ques- 
tioned, both inside and outside the 
Budget Bureau, on the ground that New 
York City cannot count on obtaining 
competent departmental administrators 
and hence must rely on the Budget 
Bureau as the only agency interested in 
conserving the City’s funds and main- 
taining at least a minimum level of de- 
partmental economy, if not efficiency. 


128 MoDERN MANAGEMENT FOR THE CITY OF NEW YORK 


There are two answers to this objection. 
First, as emphasized elsewhere in this 
Report, the City’s managerial program 
and managerial talent have been sadly 
neglected for years. This is apparent in 
the salaries of administrative and ex- 
ecutive personnel, in the the lack of 
wider interest in management im- 
provement, in the failure to encourage 
membership in professional organiza- 
tions, and in the failure to encourage or 
recognize good administrative perform- 


ance. The Police Department is hailed © 


if it catches a well-advertised criminal 
(or blamed if it fails to catch him). 
But what kudos is attached to doing 
an efficient and economical job of ad- 
ministering the department? At present, 
there is not even any way of determin- 
ing if an efficient job has been done. 

The second answer to thé objection 
is that even if competent administrators 
cannot be had in every department, the 
program budget, emphasizing functions 
and costs and performance, is a far 
better instrument for centralized man- 
agement supervision and control than is 
offered by the present system. 


Finally, it may be pointed out that 
several of the departments are already 
doing their own thinking on a “pro- 
gram” basis, and that a transition to 
program budgeting can therefore be 
made without undue difficulty, espe- 
cially as program budgeting can be 
adopted department-by-department once 
a City-wide position classification and 
wage plan have been adopted. 


~ While there will no doubt be many 
small wrinkles to iron out, we see no 


reason why the Bureau of the Budget 
with all its experience cannot, with the 
help of the departments, work out and 
install within a few years a program 
budget system for the City of New York 
which would be a model for all govern- 
mental bodies in the United States. The 
end result in management would be of 
the greatest significance for this City 
and for the country at large. 


Comprehensive City Budget Summary 


To illustrate what we mean by a 
“comprehensive budget” for the City of 
New York, we present in Table 5 a 
sample of what such a budget summary 
would contain. This was prepared by 
A. E. Buck in his study for the Finance 
Project. 


This summary presents an integrated 
picture of all the City’s budget require- 
ments, both for current expenses and 
capital expenditures. It pulls together 
figures now scattered through the ex- 
pense, capital, and transit system 
budgets, and “special schedule” expendi- 
tures not now included in any budget. 
Summary budgets of the public-service 
enterprises—transit, water, docks and 
ferries, and markets—would be present- 
ed separately, showing their expenses 
and earnings and indicating their ability 
to support themselves. 


This summary shows not only that 
such a comprehensive statement can be 
prepared in brief compass, but how 
revealing such a statement would be for 
the officials of the City and even more 
for the citizens. 


RECOMMENDATIONS ON THE BUDGET 


On the basis of the foregoing analysis, 
the Mayor’s Committee on Management 
Survey presents the following manage- 


ment recommendations as to the budget 
system of the City: | 
(1) We recommend that the City now 
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proceed to modify the outmoded line- 
item budget and substitute in its place 
a modern program budget as soon as 
proper control techniques can be devel- 
oped. 


We think that the transition steps 
can be worked out within a period of 
two years by the Bureau of the Budget 
and the Division of Analysis, with the 
assistance of the major departments. 
Accordingly, we suggest that the budget 
for the year 1954-55 be in the new form 
throughout, with such use of program 
terms in earlier budgets as may prove 
possible. 


Fortunately the Bureau of the Budget 
has already begun to lay the foundations 
for a program-type budget. This will re- 
quire the definition of the principal 
functions and programs of each depart- 
ment and the costs of each program. 
New budget and accounting procedures 
must be set up to provide the informa- 
tion on which requests for lump-sum 
grants should be justified and evaluated, 
and lump-sum appropriations controlled. 
Such information includes unit costs 
(and other relevant cost figures), work 
schedules, and so on. Complete accounts 
of the costs of each function should be 
assembled, summarized, and related to 
any revenues derived from the function, 
if revenue-producing. A comprehensive 
statement of the City’s financial plans 
for the year, as shown, should be in- 
cluded in the budget document, and a 
similar statement, showing the results 
of the year’s operations, should be in- 
cluded in the Comptroller’s report. 


(2) The Budget Bureau should for- 
mulate a system of budgetary controls 
appropriate to a program-type budget, 
in place of the line items and the “‘terms 
and conditions” of the present budget. 
The mechanism of control should gen- 
erally be quarterly allotments to the 


departments for each major program, 
based on departmental work plans. 
Progress in the accomplishment of work 


plans should be regularly reviewed in 


the Budget Bureau through monthly 
financial and work progress reports. 
Implementing these recommendations 
will require much greater emphasis on 
management techniques at departmental 
operating levels. As proposed elsewhere 
in this Report, the City should begin 
without delay to overhaul its manage- 
ment improvement program. The in- 
stallation of a program budget, however, 
does not need to wait on the completion 
of a management-improvement pro- 
gram; indeed, it would be a potent force 
in expediting such a program for re- 
quiring the assembly of information 
needed for management decisions. 


(3) The central accounting system 
should be revised to correspond to the 
new budget classifications and depart- 
mental accounts set up according to a 
uniform plan. The entire accounting 
and budget system should be placed on 
an accrual system, instead of the mixed 
cash-and-accrual system now used. 
Major responsibility for the moderniza- 
tion of the accounts should rest with 
the Comptroller, who might well set up 
a special advisory committee for this 
purpose. 


For purposes of control, the accounts 
should show for each program appro- 
priation the status of allotments made 
under it; for each allotment, the status 
of departmental encumbrances as work 
projects proceed ; for each encumbrance, 
the status of obligations to employees, 
suppliers, contractors, and so on, as 
these are incurred; and the status of 
disbursements to pay off obligations. 
Emphasis should be placed on prompt- 
ness, in bringing together a complete 
financial picture soon after the end of 
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each month or quarter. Such a system 
of accounts is entirely feasible and has 
been used with financial enterprises far 
larger than New York City. But it would 
require a complete overhauling of ac- 
counting procedures and a complete 
mechanization of the accounting system.* 


(4) The capital budget should be 
more closely related to the expense 
budget by shifting its base from the cal- 
endar to the fiscal year and by providing 
for its final adoption, though not its 
tentative preparation, in the spring 
when the expense budget is completed. 
The purposes of this recommendation 
are: 

(a) To permit an integrated review 


of the City’s expenditure plans for 
the forthcoming fiscal year. 

(b) To enable better provision in 
the expense budget for additional debt 
service costs and costs of beginning 
operations of newly-completed capital 
projects. The capital budget itself 
should include more summaries bring- 
ing out important points, particularly 
summaries of debt service and operat- 
ing costs, and the periods in which 





* The accounting system needs modernizing 
in many other respects. A case in point is the 
procedure now used to account for delinquent 
and uncollectible real estate tax revenues by 
balancing them off against unspent appropria- 
tions in the Tax Deficiency Fund account. 
There is no comparable procedure of account- 
ing for delinquent and uncollectible excise 
taxes, although theoretically there is no reason 
for treating them differently than real estate 
taxes. (One difference, more hypothetical than 
real, is that the real estate tax levy—a definite 
percentage rate levied on a known aggregate 
of assessed values—is a more precise figure 
than any estimate of excise tax revenues can 
be; also delinquent taxes can be estimated 
more precisely. But the difference between 
accounting for the two types of taxes lies in 
the margin of error of the estimates of col- 
lectibles and delinquencies.) 


Not even a trained accountant can discover 
from any of the City’s published documents 
what the City expects to collect from the real 
estate tax in any given year, or what is the 
precise status of delinquent taxes. Present 
accounts still carry taxes delinquent since the 
nineteenth century, and the accounts showing 
reserves for uncollectible taxes defy interpre- 
tation by an outsider. 


these are estimated to become addi- 
tional charges upon the expense 
budget. 

(c) To place more directly on the 
Bureau of the Budget responsibility 
for the financial aspects of the capita] 
budget. This responsibility will in- 
volve a review of the cost estimates, 
a projection of operating costs, and 
a determination of timing and feasi- 
bility in relation to projected future 
budgets. No agency can substitute for 
the Bureau of the Budget in these 
steps without undermining the unity 
of the City’s financial plan. 


(5) We believe that capital budget 
planning would be improved by requir- 
ing appropriations for capita] projects 
normally to follow an order of priorities 
established by the capital budget. The 
projects listed in the capital budget 
should be divided: into four classes of 
priorities. No projects listed in cate- 
gory 2 would be undertaken until all the 
projects in category 1 had been ini- 
tiated; no projects in category 3 would 
be launched until all the category 2 
projects had been disposed of, and so 
on, * 


The priorities could be revised only 
upon the recommendation of the City 
Planning Commission with the approval 
of the Board of Estimate, or in the ab- 
sence of a Planning Commission recom- 
mendation by a three-fourths vote of the 
Board of Estimate. 


(6) The Budget Bureau should under- 
take to study current trends and conse- 
quences of policies adopted by the City 
and State and to prepare projections of 
expenditures and revenues for several 
years ahead. Such projections with com- 
ments would be furnished to the Mayor, 
Comptroller, other financial adminis- 


** In practice, this would require dividing 


projects which cannot be completed within the 
budget period into stages, and assigning pri- 
orities to the stages. All stages given top 
priority would be handled before turning to 
second-priority projects, and so on. 
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trators, and to the legislative bodies 
at least twice a year and oftener if 
needed. In practice, several sets of pro- 
jections should be prepared, based upon 
different sets of assumptions as to 
future developments. The Bureau should 
also prepare alternative revenue pro- 
grams to meet the projected expendi- 
ture requirements. (When the tax re- 
search unit proposed in Chapter VII is 
established, it should have the technical 
responsibility of preparing the tax and 


revenue programs themselves, working 


closely with the Budget Bureau and the 
City Planning Commission. ) 


We make this recommendation be- 
cause we believe that one of the most 
serious deficiencies of the City’s finan- 
cial administration has been the failure 
to look ahead, to anticipate the City’s 
revenue requirements, and to study the 
ultimate consequences for the City’s 
finances of the adoption of proposed 
policies. The capital budget was sup- 
posed to accomplish at least part of this 
objective but, as we have previously 
noted, little attention is devoted to ana- 
lyzing the implications of capital proj- 
ects for the expense budget. Moreover, 
there is no mechanism for putting even 
the present inadequate debt service and 
operating cost data into a blueprint of 
the City’s future; indeed, these data are 
not even summarized. 


As a result of the failure to look 
ahead, each year’s budget usually pre- 
cipitates a crisis, the magnitude of 
which turns out to have been largely 
unforeseen. In the past no one in the 
Budget Bureau has been systematically 
concerned with looking further ahead 
than next year’s budget, and even this 


problem is not taken up until budget- 
making time approaches. Up to now 
the only projections of revenue needs 
which have been made were those un- 
dertaken by special surveys like the 
Lehman Committee Survey of the twen- 
ties and the Finance Project of the 
Mayor’s Committee 30 years later. 


It is objected that things are too un- 
predictable for any such projections to 
be useful managerial and planning tools. 
We agree with the finance project re- 
port,* however, that one of the reasons 
why things are unpredictable is that the 
City administration and _ legislative 
bodies are not furnished quantitative 
information regarding economic trends. 
or the consequences of policies under 
consideration, in any comprehensive 
integrated form. 


With a budget nearing $1.5 billion 
(actually $2 billion if all expenditures 
are included) and with all but one of 
the major tax sources almost fully uti- 
lized, the City simply cannot operate 
like a sleepy country town. It must at 
all times have a very clear picture of 
where it is headed and what are the 
consequences of present policies. In par- 
ticular, it must stop depending on fresh 
revenues or increased State grants tc 
rescue it from the consequences of its 
own failure to plan. Clearly the time is 
near when these expedients will no 
longer serve. 


The purpose of these six management 
recommendations is to give the City of 
New York a modern budget system, 
adequate to the City’s heavy and grow- 
ing responsibilities. 

* See “The Financial Problem of the City 
of New York,” pp. 489-491. 


CHAPTER VI 


Transportation 


Transportation is the life blood of 
New York City. Without fast movement 
at low cost the growth and dispersion 
of the City in the past fifty years would 
have been impossible. The subways, the 
elevated roads, the surface lines, the 
ferries, and the bridges, and later the 
tunnels made possible the economic life 
and mobility which brought to New 
York and held here a population which 
doubled from 1900 to 1930. Even with 
the slower pace of growth from 1930 to 
1950 the City added nearly one million 
tO its population. 


The growth of the five Boroughs 
paralleled the development of rapid 
transit facilities. At the turn of the 
century the number of residents in 
Manhattan was practically the same as 
it is today, but the bulk of the popula- 
tion was then concentrated in the Lower 
East Side and the West Side. With the 
development of rapid transit facilities 
upper Manhattan underwent rapid 
growth, the Bronx doubled its popula- 
tion during the decade ending with 
1910, Brooklyn exceeded Manhattan in 
the number of residents during the 
early twenties, and Queens increased 


130 percent during the decade ending 
with 1980. The Borough of Richmond, 
lacking rapid transit connections with 
the other Boroughs, showed the slowest 
pace of growth since 1860. 


The close relationship between popu- 
lation growth and the extension of 
transportation facilities applies to the 
development of the various neighbor- 
hoods throughout the City.* The corres- 
pondence is best illustrated by the fact 
that about three-fourths of the City’s 
population resides within a half mile of 
rapid transit facilities. 


In recent years with the changing 
pattern of life and work, the automobile 
has become a major factor in the dis- 
tribution of the population and is even 
now contributing to the explosive thrust 
of the population into the outskirts of 
the City on the part of families who 
want their own homes in community 
neighborhoods, with low rents, without 
giving up the high income standards of 
City life. 

* “Population Today and Tomorrow in New 
York City,” Document No. 78, by Julius B. 


Maller, Headquarters Staff, Mayor’s Committee 
on Management Survey, November, 1951. 
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The great success of the City’s efforts 
at facilitating and directing the easy 
movement of industrial and _ office 
workers, merchandisers, distributors, 
shoppers, students, and amusement 
seekers has given us the metropolitan 
community we now have, and has cre- 
ated the congestion which now threatens 
not only to restrict further growth but 
to strangle the community which now 
exists. 


As a result, transportation and trafic 


today are probably the City’s greatest 


and most difficult problems. Upon their 
solution depends in large measure not 
only the future growth of the City, but 
also the continued health and vigor of 
the economic and social life of the com- 
munity. The management and financial 
difficulties of transportation, public and 
private, thus go beyond the scope of 


any one department. They affect the | 


entire life of the City. 


It is inevitable, therefore, that trans- 
portation insinuates itself into many 
other management problems, particu- 
larly because of the impact of transit 
finance upon the budget status and the 
tax structure of the City. These can 
not be dealt with realistically without 
a management and financial plan for 
transportation. 


Consequently, this chapter is con- 
cerned primarily with the major aspect 
of the transportation problem: the City- 
owned and -operated subway, elevated, 
and surface lines. 


The Transit System 


The transportation system of New 
York represents an investment by the 
City of over $1,700 million with an out- 
standing debt of $969 million (as of 
1950). It carries more than two billion 
passengers annually and collects over 
$200 million in fare revenue. The sys- 


tem has a staff of approximately 43,000 
employees and is one of the largest pas- 
senger railroads in the world. 


Annual net operating income of the 
combined New York City transit sys- 
tem began to decline in the late war 
years. Whereas there was a total net 
operating surplus (exclusive of debt 
service and pension fund payments) of 
$28 million in 1941, by the close of 1948 
there was an operating deficit of $31 
million. A subway fare rise from 5 
cents to 10 cents at the beginning of 
the year 1948-49 raised the passenger 
revenue by $76 million. This made pos- 
sible an increase of $32 million in 
operational expenditures and an op- 
erating surplus of $44 million in that 
year. But rising costs and falling traffic 
created a net operating deficit of $1.5 
million in 1950 and $3 million in 1951. 


The deficit for the year 1951-52 was 
reported at $25 million, and for 1958, 
the current fiscal year, it is estimated 
at $32.4 million, according to the Board 
of Transportation. 

The major item in the increased cost 
and deficit was the rise in wages and 
salaries which increased from $60 mil- 
lion in 1941, the first year after uni- 
fication of the transit system, to $151 
million in 1950 and then to an estimated 
$186 million in 1952-53.* 


Because of differing dates and 
amounts of fare increases as between 
Surface and Rapid Transit Systems, 
and differing effects of labor adjust- 
ments and acquisition of surface lines, 
these combined operating results cover 
up the widely fluctuating incomes and 
deficits of the two Systems. For ex- 


* Previously the Board of Transportation 
estimated a deficit of $54 million for 1952-58. 
However, the elimination of the combined ride, 
effective July 1, 1952, is expected to increase 
revenue by $10 million and reduce cost by 
$2 million. An additional $10 million will be 
saved by economies and revised schedules. 
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ample, for 1950, the Rapid Transit 
System showed an operating profit of 
59.8 million which was completely 
wiped out by a surface deficit of $10.9 
million, while the estimated $32.4 mil- 
ion deficit for 1953 will be due in con- 
siderable part to the Rapid Transit 
System. 


When one adds to these deficits the 
debt service of $72.6 million and the 
City’s additional contribution of $13.5 
million to the pension funds of transit 
employees, the seriousness of this whole 
burden upon the City’s finances becomes 
apparent. And as if all of the above 
were not enough, vast sums must ap- 
parently be provided for extensions, 
modernization, and improvements in 
the near future, with added operating 
cost and without assurance of added re- 
turn on capital from new revenues.., 


The prospect for the future is that 
traffic will probably decline, as indicated 
by the general trend shown in Chart V, 
that basic costs will continue to rise, 
that large expenditures for repairs and 
modernization cannot be avoided, and 
that the deficits will therefore grow 
rather than shrink in size unless some- 
thing drastic is done. This is a very 
serious prospect for the City of New 
York. 


Management Studies Undertaken 


Because of these facts, the Mayor’s 
Committee on Management Survey was 
instructed to undertake a series of engi- 
neering and economic studies of the 
transit problem in the course of its sur- 
vey and to present its findings and 
recommendations in this Report. 


In accordance with the initial plans 
we have caused to be made three sets 
of studies: (1) an engineering survey 
of the Rapid Transit and Surface Sys- 
tems under the Board of Transporta- 


tion, including a special preliminary 
Report on the plans for installing a 


5-day, 40-hour week; (2) an engineer- 


ing survey of the power facilities of the 
Board of Transportation, including the 
development of a program of moderni- 
zation; and (8) a fiscal and economic 
study of subway fares as part of the 
Finance Project. Supplemental material 
on fares and traffic has also been pre- 
pared in connection with this Report 
by the Headquarters Staff of the 
Committee. 


The first survey was made by Cover- 
dale & Colpitts and Day & Zimmermann 
working jointly. The power survey was 
conducted by the J. G. White Engineer- 
ing Corporation. These studies are sum- 
marized in Chapter XI, Volume II of 
this Report. These two projects were 
contracted for and supervised by the 
Board of Transportation, although the 
general outline of the work followed the 
plan laid out by the Mayor’s Committee 
on Management Survey and the con- 
sultants were those selected by the 
Committee.* 


The economic and fiscal study of sub- 
way fares was made by Professor Wil- 
liam 8. Vickrey of Columbia University, 
under the supervision of Professors 
Robert M. Haig and Carl S. Shoup, the 
directors of the Finance Project of the 
Mayor’s Committee on Management 
Survey. This is summarized in Chapter 
IV of Volume II and is printed in full 
as a separate Report.** Professor 


* “Joint Report of Engineers on the Organi- 
zation, Methods and Procedures of the Board 
of Transportation and Its Various Depart- 
ments, Its Facilities and Its Operations to the 
Board of Transportation of the City of New 
York,” by Day & Zimmermann, Ine. and 
Coverdale & Colpitts, November, 1951. ‘Report 
on Power Supply of New York City Transit 
System,” by The J. G. White Engineering 
Company, June, 1951. 

** “The Revision of the Rapid Transit Fare 
Structure of the City of New York,” by Wil- 
liam §S. Vickrey, February, 1952. 
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Vickrey and Dr. J. B. Maller, of the 
Headquarters Staff of the Committee, 
prepared certain supplementary ma- 
terial and analyses. 


On the basis of these studies and our 
own deliberations the Mayor’s Commit- 
tee gives in this chapter a summary of 
its observations, conclusions, and sug- 
gestions for the future. The material we 


present is divided into the following 
major topics: 
Why subsidize public transportation? 
How much subsidy is required? 
Policy for setting transit fares 
The Staten Island Ferry 
Improving the management of public 
transportation 


Proposed New York Transportation 
Authority 


1. WHY SUBSIDIZE PUBLIC TRANSPORTATION? 


Transportation has almost always 
been partly subsidized by ‘‘the govern- 
ment,” that is, the general taxpayer. 
This has been true in all lands and in 
all times from the roads and waterways 
of ancient Egypt and Rome to our 
present-day subways and airports. Sub- 
sidies have been particularly common 
in urban areas. 


The underlying reason for this prac- 
tice is not hard to find. Transportation 
is an indispensable element in the eco- 
nomic system, so that the movement of 
individuals and trade is a direct advan- 
tage both to those who move and to 
those who produce or consume the goods 
which are moved; to those who buy or 
sell or engage in a trade, business, or 
profession, the income of which is en- 
hanced by mobility. As a result the 
entire community has a vital interest 
in transportation, and tolls never reach 
with their charges all those who benefit 
from a needed road, bridge, or other 
transportation facility. 


Once it is granted that the benefits of 
general transportation accrue both to 
the riders and to the community at both 
ends of the ride—the place of residence 
and the place of work—it is clear why 
public mass transportation is to some 
extent subsidized from taxes. Taxation 
is the only practicable way of collecting 


from those who benefit indirectly from 
the transit system. If no collection is 
made from the community, the com- 
munity will be getting a benefit for 
which it makes no commensurate con- 
tribution. Under these conditions the 
only fair thing to do is to meet part of 
the cost from the riders and part from 
the community, that is, part from fares 
and part from taxes. 


But some will ask, “Why not set the 
fare high enough to meet the full cost 
of transportation so that no subsidy 
would be required?” The answer is that 
raising the fare to that level would tend 
to shrink the full use of the transporta- 
tion facilities. With the aid of the sub- 
sidy the fare is kept at a bargain price. 
Otherwise, a segment of the traffic is 
priced out of the market. This is a bad 
thing for the community because the 
community wants to encourage the easy 
and rapid flow of persons and goods. 
Anything that impedes this flow de- 
creases the productivity and general 
welfare of the community. Further- 
more, transit facilities are generally 
more economical to operate per pas- 
senger when they are extensively pa- 
tronized. When traffic is reduced, part 
of the transit capacity is wasted. 
Therefore the community wants easier 
transportation and more nearly full use 
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f its transportation facilities, both for 
ts general economy and for the eco- 
1omical operation of its transit facili- 
ies. It was this line of reasoning which 
ed to ending the road and bridge tolls 
yf Colonial days just as soon as these 
coads and bridges became really im- 
portant to the economic life of the 
ommunities involved. 


Thus it was concluded long ago that 
he free flow of travel was so valuable 
or the entire economy that tolls should 
ye abolished and the roads and bridges 
should be supported by the general tax- 
yayer except under very special cir- 
cumstances. 


In New York City transportation has 
yeen subsidized from the very first, 
when the first streets and docks were 
juilt at public expense, and the first 
erries were operated by New York 
sity across the East River in 1684. The 
sarly horsecars and the later streetcars 
and buses all operated on streets pro- 
yided by the taxpayer, and all the sub- 
ways, beginning in 1900, were dug at 
the expense of the taxpayer. Although 
he elevated railroads were erected and 
yperated privately for three genera- 
ions, their right of way was furnished 
yy the public. The only links in the 
City’s transportation system that at 
present are not subsidized by the general 
faxpayer are the new toll bridges and 
sunnels, and even these derive their 
revenues only because the taxpayers 
nave paid for the elaborate and costly 
system of feeder highways, through- 
ways, and parkways. Tax exemption, 
particularly of bonds issued, which is an 
indirect but powerful subsidy, has 
also been indispensable in these devel- 
ypments. 

An important part of the transporta- 
tion system of this City is found in 
some 44,000 public elevators which dis- 
tribute persons and commodities ver- 


tically from subcellars to as high as 82 
floors above the street level. The cost of 


this transportation is not collected from 


the riders; this transportation is all 
subsidized by the economy of which it is 
a part. And these elevators are also in 
fact a feeder system for the subways, 
buses, and commuter railroads. 


From many points of view New York 
is a unique city, not the least of which 
is its geographic structure. The finan- 
cial district with its spectacular devel- 
opment of skyscraper banks and office 
buildings on the toe of Manhattan 
Island; the concentration of the gar- 
ment industry in the 20’s and 30’s; the 
centers of trade from 14th Street and 
33rd Street to 42nd Street and 50th 
Street, and 125th Street, and the inter- 
related shopping districts; the amuse- 
ment center around 45th and Broadway ; 
the concentrated governmental offices 
around City Hall and Brooklyn Borough 
Hall; the various centers of trade and 
production in Manhattan, Brooklyn, 
Bronx, and Queens; the shipping facili- 
ties of Manhattan, Brooklyn, and Rich- 
mond; and the whole system of higher 
and professional education—probably 
none of these could exist except for the 
subway, rail, bus, and street systems 
which have nurtured and sustained the 
City’s growth. The same is true of the 
far-flung residential system, reaching 
out to Queens, the Bronx, Brooklyn, and 
Richmond, to say nothing of the densely 
populated areas of Manhattan Island. It 
is hard to imagine what New York 
would look like without its subways, 
bridges, ferries, and tunnels. 


Even the briefest review of these 
economic and geographic factors dem- 
onstrates that the transportation sys- 
tem of New York City must be sub- 
sidized for the good of those who live 
and work and own businesses and prop- 
erty within this great urban community. 
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A transportation system bestows its 
benefits not only on those who ride but 
also on those who do not ride, particu- 
larly on those who own residences, 
offices, and mercantile, manufacturing, 
and other business properties. It would 
be unjust and uneconomical not to 
secure their contributions toward the 
establishment and maintenance of the 
transit system, particularly since they, 
above all others, have the greatest con- 


cern in the maximum and easy flow of 


people and goods within the economy 
and therefore in the maximum use of 
the transportation system. 

As business men we see no escape 
from this logic: it is both right and de- 
sirable to subsidize the public transpor- 
tation system in New York City. And 
it is, moreover, economically inescap- 
able. However, the level of the subsidy 
should be just enough to make possible 
a reasonably low fare and optimum use 
of the transit system. 


ll. HOW MUCH SUBSIDY IS REQUIRED? 


Proceeding with the assumption that 
the transit system does not have to be 
completely self-supporting, the question 
is how much subsidy is justified or re- 
quired? The total cost to the City in- 
cluding the operating deficit, interest on 
debt, and depreciation has risen to an 
estimated $127.4 million for 1952-53 as 
is shown below. In view of other regu- 
lar tax and budget pressures, this heavy 
burden, which has doubled in recent 
years, appears particularly intolerable. 


Although it can hardly be said that 
New York City has enjoyed a clearly 
defined and well-understood “transit 
deficit policy’ over the past decades, 
such a policy has been more or less im- 
plicit in the effort to carry the debt 
charges from taxes, and the current op- 
erating costs from currently collected 
fares and other current income. When 
the rate of fare was raised in 1948, it 
was clearly indicated that no part of 
the new money was to be used toward 
payment of debt charges; it was all 
needed to meet operating costs. 


There is a certain logic in this alloca- 
tion, because when the debt is paid off, 
the transit system will be owned free 
and clear, not by the riders but by the 


taxpayers of the city. Under the cir- 


cumstances it does not seem unreason- 
able to charge the taxpayers with at 
least the amortization of the debt. 


However, the figures on “operating 
costs” have been quite incomplete. They 
have not included adequate funds for 
current pension charges and they have 
made only partial provision for the 
wearing out or obsolescence of equip- 
ment. The transit system has thus been 
running on its capital. Bond money was 
used not only for digging the tunnels, 
laying rails, building power plants, 
installing signal systems, buying cars 
and turnstiles, but also for the original 
acquisition of expendables. As these 
have been used and worn out, little or 
nothing has been charged to current op- 
erations on their account, although some 
urgent repairs have been made from 
current funds. No consistent accounting 
has been set up for depreciation. The $3 
million annually ‘‘reserved for deferred 
maintenance” has only indirect bearing 
upon depreciation. It is promptly used 
for such recurring expenditures as 
painting or minor repairs. Thus the ac- 
count “current operations” has in fact 
been far below any true engineering or 
accounting. determination of the true 
costs of operation, and the taxpayers 
have been burdened not only with the 
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debt service but also with a hidden item 
for accumulating depreciation. 


The amount of this depreciation is 
not an inconsiderable figure as it is 
shown in the Reports of the engineers 
who estimate that not less than $60 mil- 
lion must be spent on deferred main- 
tenance and rehabilitation of signal and 
other facilities, that $10 million per 
year must be spent for the next 39 years 
for replacement of rolling stock, and 
$325 million over a period of years on 
the modernization of the power plant 
and distribution system, if serious 
breakdowns are to be avoided. 

Under past policies these moderniza- 
tion costs would be entirely met from 
new bond funds and would again fall on 
the taxpayers. 

One possible answer for all these 
problems is to raise the fares enough to 
cover ‘‘the deficit.”” This requires de- 
fining the deficit and computing what 
rate of fare would be required, with 
some thought as to the adverse effect of 
such a fare upon the volume of traffic 
and whether the community would ac- 
cept such an effect. ¢ 


The Financial Balance of Transit 
Operations 

The full deficit of the transit system 
is not indicated in the records of op- 
arational cost reported by the Board of 
Transportation, because no complete de- 
preciation accounts have been set up or 
maintained and only part of the cost of 
pensions is carried as_ operational 
expenditures. 

The account for the entire system, 
rapid transit and surface lines, is set 
forth in Table 6. 

The figures for 1951-52 are based on 
the published records of the Board of 
Transportation with an added line 
showing the part of the pension cost 


that is not included in the Board’s re- 
port of operational expenditures. The 
same applies to the column showing the 


October estimate for the fiscal year, 


1952-53. The last column shows the 
estimate prepared by the staff of the 
Mayor’s Committee on Management 
Survey. In the latter, the estimate of 
revenue is somewhat lower and that 
of cost is higher than the Board’s 
estimates. 

The revenue estimate in the last 
column of Table 6 is based on a traffic 
of 2,080.5 million rides for the fiscal 
year 1952-53, allowing for a slight de- 
crease of riders below that of the pre- 
ceding year, in accordance with the 
declining trend. Allowance is made also 
for the added revenue to be derived 
from the elimination of the combined 
ride fare, effected July 1, 1952. The ac- 
tual rate of fare has been estimated as 
9.85 cents. The estimate of wages and 
salaries allows for the saving of service 
connected with the elimination of com- 
bined rides. The estimate includes also 
the economies resulting from the reha- 
bilitation of one of the power plants 
and the adjustment of train schedules, 
in accord with the recommendations 
made in the engineering surveys of the 
Mayor’s Committee. 


The Operating Deficit 


There is a great deal of confusion in 
New York about the transit deficit. 
From time to time the press has quoted 
various figures which are hard to recon- 
cile, some of them purporting to come 
from the Board of Transportation. Even 
the Mayor has found it necessary to cor- 
rect misunderstandings about transit 
figures which he has quoted. Some of 
the confusion stems from the fact that 
estimates are made at different times of 
the year, when variations in traffic and 
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TABLE 6 


TRANSIT OPERATIONS, RAPID AND SURFACE SYSTEMS, 


FISCAL YEARS 1952 AND 1953 
(In Millions of Dollars) 





1952-53 Estimates 





Revenue 
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DNS MOK PO nSO Srp ccssicccccseardacs .s<sdgadessnsqncedgmetsnes Muneeercnacet enters 


Matdl OPereting EXPENSES. ......c.cs-..-e0ssacassavsousteractesstesese 


Operating Deficit 


Board of Transportation: accounting’ —..i..:.5..1..ckecsoescsenesoevess 
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aIn the Board of Transportation’s accounting, only 
part of the pension cost is reported as operating ex- 
penses. In the last column the full cost of pension is 
included. 


cost of materials affect revenue and ex- 
penditures. But aside from these con- 
siderations the major cause of the ap- 
parent confusion in the financial balance 
of the City’s transit operations is the 
Board’s system of accounting which is 
incomplete in two respects: 


First, in its reports of operating 
expenses and the so-called operating 
deficit, the Board of Transportation 
books show only part of the pension 
cost borne by the City and chargeable 
to public transit personnel. For ex- 






































1951-52 Board of MCMS 

(Actual) Transportation Staff 
ee $ 202.6 $ 207.1 $ 205.0 
hae 5.8 5.6 5.6 
BR ck $ 208.4 $° 2127 $ 210.6 
a ieeaeee $ 175.2 $ 185.7 $ 186.5 
RUN 9.2 9.5 23.0 
sete 28.6 28.8 29.4 
eae Vas 8.8 9.6 
cceneee 13.0 12.3 12.3 
ene $ 233.3 $ 245.1 $ 260.8 
wae $ 24.9 $ 32.4 e 
moe 9.5 13.5 = 
Suegucsad: S$. 34:4 $ 45.9 $~~_ 50.2 
es i $ 43.0 $° 432 43.2 
sciihres 29.0 29.4 29.4 
eee $°'72.0 


$ 72.6 72.6 


% 

b For 1952-53 only the normal debt service is shown 
To this should be added $26.8 million for redemption 0: 
bonds issued to cover part of the transit deficiency fo: 
fiscal years 1950 through 1952. An additional 0.5 millio1 
for interest on those bonds should also be added to th 
1952-53 account. The total cost of debt service in thi 
year would thus be $99.9 million. 


ample, for 1951-52 the Board of Trans: 
portation reports a City pension cost of 
$4.1 million, without mentioning ar 
additional amount of $9.5 million paic 
by the City for pensions of employees 
of the Board of Transportation. The 
pension item for 1952-53 is reported as 
$4.2 million, although the total cost of 
pensions for the year is estimated as 
$17.7 million. The Board’s estimates for 
the current year, made in September. 
1952, and the estimates of the Head- 
quarters Staff of the Mayor’s Commit- 
tee are shown in Table 6. 
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Second, in any commercial enter- 
rise there are, as a rule, two further 
idditions to operating cost: current 
nterest on loans and depreciation and 
yosolescence. 

For the current fiscal year, 1952-53, a 
tatement of the true commercial deficit, 
is estimated by our Headquarters Staff, 
s seen in Table 7. 


TABLE 7 
(RUE DEFICIT OF NEW YORK CITY TRANSIT 
SYSTEM ESTIMATED FOR THE FISCAL 


YEAR 1952-53 
(In Millions of Dollars) 





Sorrected operating deficit (from table 6)............ $ 50.2 
\dded items 
MILE G ITP ETI@T OSE 6250254 so.6 (sos cots seeks csdoaganadduncescneioebes 43.2 
OED GUS TRE Ma a oA Se ep 34.0 
rue commercial’ deficit ....5....<..cecsccesscscsesccassecmess $127.4 


The amount of the corrected operat- 
ng deficit and that of interest on debt 
ire derived from Table 6. The figure 
or depreciation, however, is new; it 
1as been set at $34 million per year on 
he basis of the estimates of the engi- 
1eers who surveyed the transit system. 
n the absence of standard depreciation 
iccounts, this is as good a figure as can 
ye developed at the present time. 


It should be noted that the amortiza- 
ion of the debt, shown in Table 6 as 
29.4 million, is in effect set off against 
lepreciation ($34 million). If it is de- 
sired to keep the capital account and the 
urrent account entirely separate, the 
329.4 million for amortization would be 
i\dded to the required subsidy for transit 
yperations. In private utility practice, 
yonds would not be retired on a serial 
aSIS, aS 1s done by the City, as debt 
‘etirements would depend purely on 
iscal considerations. In view of the 
vell-established public policy of bond 
‘etirement and the contractual provi- 
ions of the bonds, transit bonds are re- 


tired from tax collections rather than 
from transit fares. When the current 
interest on debt and the allowance for 
depreciation are added to the corrected 
operating deficit, we have the true com- 
mercial deficit. This is what it really 
costs the people of New York City to 
own and operate the transit system over 
and above transit revenue. For the cur- 
rent fiscal year this amounts to a total 
deficit of $127.4 million. 


Cost Per Ride 


On the basis of these figures it is ap- 
parent that the true cost per ride on the 
City’s transit system, including depre- 
ciation and interest on debt in this fiscal 
year, will be slightly over 16 cents. 
However, as is shown below, to collect 
this amount would require a fare, on 
the present pattern, of about 18 cents, 
because of the allowance required for 
the decline of traffic anticipated from 
such a fare increase. 


Loss of Passengers with Fare Increases 


When New York City doubled the 
fares on the rapid transit lines as of 
July 1, 1948, there was a drop of 13.1 
percent in the number of subway riders 
during the year that followed. That is, 
about 267 million fares less were paid 
in fiscal year 1948-49 than in 1947-48. 
In terms of daily travel, this means that 
on an average about 366,000 passengers 
who normally took two rides a day, one 
down and one back, decided not to ride 
the subways. The number continued to 
decline after 1948-49, and by 1950-51 
the total loss for the year compared 
with 1948 had come to 395 million pas- 
sengers or 541,000 round trips per day. 

The decline, however, was not all due 
to the fare increase, as it is now clear 
that we are in a long-time moderate de- 
cline in transit traffic. For example, in 
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1947-48 before any fare increases, there 
was a slight decline below the preceding 
year. During the years 1951 and 1952 
when there were no additional fare in- 
creases, the number of passengers con- 
tinued to decline about 3 percent per 
year. It is unlikely that these declines 
are delayed effects of the fare increase. 
In fact, the ratio of subway passengers 
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CHART V 
POPULATION AND AVERAGE NUMBER OF FARES PER DAY 
RAPID TRANSIT AND SURFACE LINES 
NEW YORK CITY, 1900-1952 


MILLIONS 





to population reached its peak 22 years 
ago in 1930. The annual number of sub- 
way rides per capita of the City’s 
population declined from 303 in 1930 to 
265 in 1947 and 220 in 1950. The 1950 
rate was even lower than in 1920, the 
rates being 220 and 242 respectively. 
The growth of population and the 
volume of daily travel on the City’s 


v¥ ¢) N = °o 
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Mayor’s Committee on Management Survey of the City of New York 
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transit facilities from 1900 to the pres- 
ent are shown in Chart V. The traffic 
decline by month since July 1948, is 
shown in Chart VI. 


Variation Among Rapid Transit Lines 
As stated previously, the decline in 
trafic for the year following the fare 
increase was 13.1 percent for the total 
Rapid Transit System without allow- 
ance for the free interdivisional trans- 
fers. The decline was greatest on the 
BMT which lost 19 percent. The IND 
lost 11.1 percent. The IRT declined 10.9 
percent, its subway division losing 10.1 
percent and the elevated 17.7 percent. 

It should be noted, however, that in 
1948, preceding the subway fare in- 
crease, traffic on each of the lines was 
lower than in the preceding year, indi- 
cating the onset of a general trend of 
declining traffic. 


The highest volume of traffic on both 
the BMT and IRT subways was reached 
in 1980. On the elevated, the peak was 
reached in 1920, more than a decade 
prior to the discontinuation of parts of 
this line. The IND, which opened in 
1935, reached its peak in 1947. Appar- 
ently the bulk of the traffic on the IND 
consisted of passengers which shifted 
from the older subway and elevated 
lines. 


In 1948, prior to the fare increase, 
the total volume of traffic on all rapid 
transit facilities was slightly lower 
than the total for 1930. Thus the whole 
volume of traffic carried by the IND 
subway was in a sense outbalanced by 
the general trend of declining traffic and 
the abandonment of sections of the ele- 
vated. The 1952 volume of subway 
traffic is about 22 percent below that of 
1930. These facts should be considered 

in the planning of the proposed Second 
Avenue subway. 


Causes of Declining Traffic on Public 
Transit Facilities 


The decreased use of the subways is 
primarily the result of the marked in- 
crease in automobile ownership and 
usage, the movement of population and 
business into the suburbs, and the re- 
duction in the number working on 
Saturdays in accord with the general 
shift from a 514 to a 5-day work week.* 
The latter factor is revealed in the 
marked decline of subway travel on 
week ends, a decline which began long 
before the subway fare was raised. 


During the three years prior to the 
fare increase, from 1945 to 1948, the 


volume of subway traffic on week ends 


declined 138 percent; in the two years 
following the fare increase there was a 
further decline of 26 percent. The trend 
in the number of passengers per day on 
the rapid transit lines during weekdays 
and week ends for the years 1943-1950 
is shown in Chart VII. 


The ratio of week-end to weekday 
travel was 70 in 1943 and 1944; it de- 
clined to 55 in 1948 (prior to the fare 
increase). Following the fare increase, 
the ratio declined further to 51 in 
1949 and 48 in 1950. The combined 
trafic on weekdays and week ends 
showed a decline of 1 percent during 
the year prior to the fare increase. 


Special tabulations were secured 
from the Board of Transportation on 
the trend in traffic on Saturdays. The 





* The average number of hours per work week 
for production workers in manufacturing in- 
dustries of New York City decreased from 43.3 
in 1943 to 37.8 in 1951 (as reported by the 
New York State Department of Labor). This 
is indicative of the practical elimination of 
the half-day’s work on Saturday. The effect 
upon transportation of the elimination of a 
half-day’s work is obviously the same as the 
elimination of a whole day’s work. The number 
of work days was thus reduced by 16.6 percent. 
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following figures, indicate the number 
of rapid transit passengers on a typical 
Saturday (second Saturday in March) : 


TABLE 8 


SATURDAY TRAFFIC ON 
RAPID TRANSIT LINES 
1943 TO 1952 





BS estrone cacstecneacsoes tas vacaceyeeeeess 5,357,184 
UGAS © cesdavescsneouss mess tkbaawdel sadesesesae snes 5,265,984 
PO case cin ntscoshokastessusdecsestasanesicenns 5,480,682 
RRO aca ccnasaseanss tegacascencksdsoacsentenceess D299 NGS 
Renee cre cca ct cate sandeead ca sStaawamaauccss 4,812,249 
UGA, cdecssoccoscesve eu es etaeksauisasacsactesess 4,560,868 
Ha eco ches ces cokes nincnaccevesvonysoatotas esse 3,541,338 
DD we aicnce asses teseake sssdsesnieiersoedacnrcnstis 3,196,757 
Wyo aed aes Gadus Saks do cy cans scénnanahvevenacie 3,299,992 
Me oh kes Olle csatiscs ssnnstacsedot ssvenesecrexss 3,059,777 


The cumulative decline of Saturday 
traffic from 1943 to 1952 was 43 per- 
cent. 


Thus, part of the drop in subway 
traffic following the fare increase must 
be attributed to the trend of declining 
traffic on week ends. While the declin- 
ing trend was sharpened by the fare 
increase, it was not due entirely to the 
increased fare. 5 


Interdivisional Transfers 


Another adjustment must be made in 
the 1949 decline in traffic statistics. At 
the time of the fare increase, free trans- 
fers were introduced between rapid 
transit lines at key points where the 
IRT, the BMT, or the IND lines inter- 
sect. When the gates were thrown open 
at these points, the turnstiles stopped 
clicking and those who previously would 
have paid another fare rode on the same 
fare. This resulted in a loss of about 
50 million subway fares which must be 
deducted before this 2.5 percent “‘loss” 
is attributed to the fare rise. Thus, the 
true figure for the traffic loss due to the 


subway fare rise in 1948 becomes not 
13.1 but 9.6 percent (deducting 1 per- 
cent for the general trend previously 
apparent and 2.5 percent for the inter- 
divisional free transfers). 


On July 1, 1950, the fare on the sur- 
face lines also was increased to 10 cents. 
The number of passengers on those 
lines showed a decline of 9.6 percent for 
the year following the fare increase. 
Since the fare increase on the surface 
lines was generally from 7 to 10 cents, 
the drop of 9.6 percent in traffic volume 
was relatively greater for each cent of 
fare increase than was the drop in sub- 
way traffic after the rapid transit fare 
increase. The greater loss sustained by 
surface lines is not surprising since the 
bulk of travel on surface lines is for 
short distances. In fact, some surface 
lines serve partly as feeders to the 
rapid transit lines. The surface line 
traffic is about one-fourth of the total 
on City-operated transit facilities. 


Another complicating factor in the 
analysis of trends in surface line traffic 
is the fact that in recent years some of 
the surface lines passed from private 
owners to City operation. For example, 
the Queens and Staten Island lines were 
taken over in 1947. In September, 1948, 
the City took over the operation of the 
Manhattan Bus Company. This makes 
the analysis of surface rides highly un- 
certain. For this reason our estimate 
of the probable effect of a future in- 
crease in fare is based upon the experi- 
ence of the rapid transit lines applied 
to the total system. | 


The doubling of the fare on the City’s 
transit lines in 1948 is therefore taken 
as having resulted in a decrease in 
traffic to the extent of 9.6 percent, or 
a decline of nearly 2 percent for each 
cent of increased fare. 
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CHART VII 
TRENDS IN WEEKDAY AND WEEK-END TRAFFIC 
NEW YORK CITY RAPID TRANSIT SYSTEM, 1943 TO 1950 


MILLIONS OF PASSENGERS PER DAY 


' 
1943 1944 1945 1946 


What Happened to the Lost Riders? 


The analysis of subway traffic made 
by Professor William S. Vickrey and 
presented in a separate Report shows 
that, following the fare increase, there 
was a greater reduction in the number 
of riders in the off-hours, particularly 





Traffic 


MILLIONS OF PASSENGERS PER DAY 


1947 1948 1949 1950 


those at midday and evening, and on 
week ends than in the weekday rush- 
hours, although there was some reduc- 
tion there too. He also shows that one- 


station and two-station trips were cur- 
tailed. Other figures confirm that the 
average ride on the subways increased 
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in length after the fare increase, that 
the short trips were more subject to 
discontinuance than the longer. 


Important additional material has_ 


been gathered in a study by Dr. J. B. 
Maller of the Headquarters Staff of the 
Committee. This material, relating to 
automobile ownership and use, bridge 
and tunnel tolls, taxi traffic and other 
factors, gives the basis for a broad esti- 
mate as to what happened to the mil- 
lions of “‘lost’”’ rides on the New York 
public transportation system during 
the year following the fare increase. 
According to Dr. Maller, 7.1 percent 
took to taxicabs, 40 percent to private 
cars, and 52.9 percent abandoned the 
ride to walk or “stay put.” This was 
the result of the rise in fare from 5 to 
10 cents in 1948. 


About one-tenth of the riders stopped 
riding the City subways and surface 
lines. Of this group, one-half gave up 
the trip or walked, two-fifths used 
private automobiles, and about seven 
out of a hundred who quit the subways 
used taxicabs.* 


Experience in Other Cities 


Other large cities have been experi- 
encing the same difficulty with local 
transit fares. In other cities fares have 
generally been increased, in most of 
them substantially above the New York 
rate of 10 cents. 


Comparing the transit fare in New 
York City with those prevailing in the 
24 next largest cities in the United 
States, we find that only one, New 
Orleans, has a lower basic fare; in that 


*It is estimated that the gross revenue of 
the 14,000 taxicabs in the City for the fiscal 
year 1953 will be $152 million. This is equal 
to the total revenue from all subways and 
elevated lines, although the number of pas- 
‘senger miles traveled on the rapid transit lines 
is over 20 times that of taxicabs. 





community the transit lines are oper- 
ated by a private utility company and 
the transit operations are lumped to- 
gether with power operation, and addi- 
tional fares are required for rides to 
outlying zones. In two other communi- 
ties, Newark and San Antonio, the basic 
fare is a dime, but an additional charge 
of 5 cents is made for each outlying 
zone. 


In the other 21 large cities** the fares 
as of January, 1953, are as shown 
below: : 

TABLE 9 


TRANSIT FARES IN TWENTY ONE CITIES 
JANUARY 1953 


City Fare 
GINGA GOs Hecate eve tacomiwssianceeuticosemmeess 20¢ 
Pitts Gey eres teceteesccssece st ooeotest eo seccceens 17-23¢ 
Kaisass (City. chet tits Sil ctenel ect ote es 20¢ 
SGHnE ML OU IS siecssccsesccesscitccccussesssedeceoens 17-20¢ 
GCiNeiNNati” s.ceecoetieevreersceses eS Nehccsts 16-20¢ 
DG incil Aisctecotatesesrsocceverscevoc ete mereteres 15-20¢ 
BGHUMOre® es ciiAnctelsseccsessaccacsrcens Settee 15-17¢ 
Minneapolis ices. icicrlassdeasvsnietboocotavss 15-20¢ 
Secittled: 320 Wie tiusd a posietineeree ane 15-20¢ 
WashingfonjoD iG, sis2 ok etext eae 15-17¢ 
Bost tar vecesiacestensvnchccdie ah awoss Brent 10-15¢ 
Phila@cdelottias (26s..-<.ctes.scec.enrevncnsosuesoeee 15¢ 
Los, Angele siticsctccessd ocisescees ohicocteusie 15¢ 
Cleveland ........ Ree eatny aint ere 15¢ 
WilWauKe@u eg. (2k ics resin ceo seeese 15¢ 
HO UStOn oceii tees acct oos encase seve eeseoserees 15¢ 
Bu fh clon. corsccesssscstctecctccscoussecuessestecsadscs 15¢ 
[Ye | | Ko (ae poh ees Aer OER tc lanl Ate et re Te: 
lmdiQma polls: .cstc.ccccsccssesecessesecececteesoeae 15¢ 
Sati CFFANCISCO: Sescescesscuscesescestenceecwssees 15¢ 
Denver _........ ae ceden Sihcer abiacsouen stan sene 12¢ 


In some of these cities, fares have 
been increased several times in recent 
years. From 1946 to July, 1952, Chicago 
has had six adjustments in rapid transit 
and surface fares. Boston has had five 





** In the following cities in New York State 
the fare is 15¢: Albany, Rochester, Schenectady, 
Binghamton and Utica. 
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fare changes, one of which involved 
introducing a zone system, and Phila- 
delphia has had seven changes on the 
rapid transit and four on surface lines. 


The record of passenger traffic from 
1946 through 1951 in the only cities 
having rapid transit facilities—New 
York, Chicago, Philadelphia, and Bos- 
ton—are shown in Table 10. For 
Chicago and Philadelphia the data on 
rapid transit and surface lines are 
shown in different columns. For Boston 
- only the combined data on rapid transit 
and surface lines were available. For 
New York City the data on surface lines 
are not shown since the number of 
surface lines operated by the City was 
not uniform throughout the period. 
Moreover, in New York three-fourths 
of the traffic on the City-operated facili- 
ties is carried on the rapid transit lines. 


Table 10 shows that in each of the 
four cities a decline in traffic followed 
the increase in fare. In New York City, 
where the fare was increased at the 
beginning of fiscal year 1948-49, the de- 
cline from 1948 to 1951 was 19.5 
percent. 


In Chicago where the initial increases 
on the rapid transit were made in 1946, 
the traffic decrease from 1945 to 1951 
was 24.6 percent. For the surface lines, 
which had the initial increase in 1947, 
the traffic decline from 1946 to 1951 
was 36.3 percent. 


The corresponding declines in traffic 
in Philadelphia from the year preceding 
the initial fare increase to 1951 were 
28.8 percent for the rapid transit (from 
1946) and 26.7 percent for the surface 
lines (from 1947). In Boston the de- 
crease in traffic from 1948 to 1951 for 
rapid transit and surface lines combined 
was 24.1 percent. 


TABLE 10 


TRAFFIC ON PUBLIC TRANSIT FACILITIES 
CHICAGO, PHILADELPHIA, BOSTON 
AND NEW YORK 
1946-1951 


(Millions of Passengers) 





New Boston 
York Chicago Philadelphia Rapid & 
Rapid Rapid Surface Rapid Surface Surface 


1946...... 2002 200 917 146 569 433 
ID AT o.cies 2051 184 889 133 546 389 
1948...... 2031 179 825 124 516 381 
1949...... 1764 162 725 112 456 346 
1950...... 1681 149 642 113 439 307 
1951....... 1636 153 584 104 400 289 





The decrease in traffic after an in- 
crease in fare applies both to rapid 
transit and surface lines. This held true 
in New York where surface lines carry 
a generally smaller volume than the 
subways as well as in Chicago and 
Philadelphia where the surface lines are 
the major mode of transportation. 


It should be noted, however, that in all 
the cities mentioned, the decline in traf- 
fic on public transit facilities had set 
in prior to the first fare increase, thus 
representing a trend presumably inde- 
pendent of the fare rate. 


Comparing 1946 with 1951, the de- | 
cline in subway traffic in New York was 
18.3 percent; in Boston the combined 
rapid transit and ‘surface lines declined 
fully one-third. In Chicago rapid transit 
decreased 23.5 percent and surface traf- 
fic 36.3 percent. In Philadelphia the 
corresponding declines in rapid transit 
and surface lines were 28.8 and 29.7 
percent respectively. | 


Thus the traffic experience of these 
cities and longer-range tabulations not 
presented here indicate that fare in- 
creases have a depressing effect upon 
the volume of traffic, but that other 
factors also influence the volume of 
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traffic, such as the general level of em- 
ployment and economic activity—a de- 
pression, the change in Saturday work, 
or an up-swing, like that seen at the 
beginning of the Korean War. 


To what extent the consistent decline 
in traffic in recent years in these cities 
is due to the general trend or to the 
specific element of the fare increase is 
difficult to ascertain.* However, the fact 
is clear that in New York, Chicago, 
Philadelphia, and Boston the decline 
had set in prior to the fare increases, 
but was apparently accelerated after the 
increase in fare. 


Probable Effects of Future Fare 
Increases in New York City 


We can thus be certain that any fare 
increase in New York City would bring 
about some reduction in riding, but it 
is hard to know how the reduction would 
compare with that which occurred in 
1948 when the fare was doubled. It 
might well be less, because a rise of 
5 cents would be a relatively smaller 
part of the present fare of a dime than 
was the rise of 5 cents above the pre- 
vious 5-cent fare which had remained 
unchanged for half a century. 


In considering the effect of the fare 
change in New York City in 1948, it 
must not be forgotten that “the 5-cent 
fare” had long been a symbol and slogan 
in the political life of the City. Its 
abandonment, therefore, undoubtedly 
produced a psychological influence, even 
beyond its economic significance. Fur- 
thermore, the 1948 rise may have drawn 
off most of the pedestrians already, and 





* For example, the passenger fare on the 
Staten Island Ferry in New York City has 
remained unchanged, at 5 cents, since 1903. 
Yet the volume of passenger traffic declined 
18.2 percent from 1930 to 1951. During the 
-gsame period vehicular traffic on the ferry in- 
creased 30 percent. 


the very large number who went to 
taxis and to their own private auto- 
mobiles would hardly be duplicated be- 
cause the streets and parking lots are 
now fairly well saturated with vehicular 
traffic. 


It would be harder now than in 1948 
for subway passengers to shift to 
another mode of travel, and the incen- 
tive will be proportionately somewhat 
less, assuming that any fare increase 
would also apply to surface lines. 


In view of the above considerations, 
it is reasonable to conclude that a 5-cent 
increase in fare—to 15 cents—would 
result in a traffic decline ranging from 
4.8 percent to 9.6 percent. (The former 
would follow the assumption that since 
a doubling of the fare in 1948 resulted 
in a 9.6 percent decline, a 50 percent 
fare increase would bring a 4.8 percent 
decline. The higher estimate would fol- 
low from the assumption that since a 
5-cent increase in 1948 brought a decline 
of 9.6 percent, a similar rise in fare 
would bring a similar decline in traffic.) 
Thus, in planning the budget of transit 
operations, it might be wise to antici- 
pate the maximum decline in traffic that 
would result from a fare increase, a 
decline of approximately 2 percent of 
traffic for each cent of increased fare. 

To this would be added a further 
change, which might be plus or minus, 
depending on the general trends of the 
economy, automobile traffic conditions, 
and the long-term population move- 
ments within the metropolitan region. 
On the basis of the 1950 census and 
recent traffic experience, we are inclined 
to think that these long-term trends 
will continue to reduce rapid transit 
usage by about 3 percent per year for 
the immediate future, regardless of 
what is done with the fares. Thus in 
1953-54 traffic might be reduced by 3 





percent even if the fare is kept at 10 
cents. If the fare is raised to 15 cents, 
there would be a further decline of 9.6 
percent, making a total reduction of 
over 13 percent as shown in Table 11. 


Transit Bargain Rates 


How burdensome would a 15-cent sub- 
way fare be to the average New York 
City rider? 


Obviously those who ride merely for 
pleasure, particularly if they are taking 
the entire family for an outing, would 
think three times about a 15-cent fare, 
when they would think but twice about 
a 10-cent fare, and probably not at all 
for a 5-cent fare. Certainly some who are 
going only one or two stops would take 
to the sidewalk if they had the time. 
Many have done this already. Children 
and those with limited spending money 
would reduce their riding, and many 
others would shop near their homes 
rather than spend the 30 cents to go 
and return by subway. But those New 
Yorkers who now go to work with an 
average ride of 7.5 miles would not 
change their riding habits appreciably 
during the weekdays. 


For those who are employed, even the 
15-cent fare is still a great bargain. On 
the basis of the day’s wage for a skilled 
workman in 1910, compared with sub- 
sequent wage rates, a nickel ride in 1910 
would be worth about 22 cents to a 
skilled workman today. That is, 22 cents 
today would take no greater percentage 
of the day’s earnings than did 5 cents 
in 1910. 


In the meantime, the actual length 
of the available ride for a single fare 
has been greatly extended to the out- 
lying parts of the city. One subway line 
extends to a distance of over 23 miles. 
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The nickel was real money in 1910 
and even in 1920. Today 12 to 15 cents 
means less to the average subway or — 
ferry rider than a nickel did as recently 
as 1920. 


This was brought out recently when 
William Jerome Daly, Secretary of the 
Board of Transportation, produced a 
handbill from the old files giving the 
advertisement of the Vienna Home Res- 
taurant of 1545 Second Avenue which 
in 1892 offered its patrons a “Regular 
Breakfast” with three eggs, three rolls 
and butter, and coffee all for 15 cents, 
and threw in “for free” a 5-cent ticket 
on the “Elevator railroad.” In 1892 twice 
the cost of the rapid transit fare was 
good for a breakfast of three eggs, rolls, 
butter and coffee! Even the ‘penny 
paper” which came with breakfast until 
1918 now costs five times as much. 


Peak Loads 


During rush hours the number of 
passengers carried by the transit facili- 
ties is over three times the total seating 
capacity, but most of the time in the 
“off-hours” the subways, buses, and fer- 
ries are only partly filled. Empty seats 
are a terrific waste, because they mean 
that a high capacity and service are 
maintained to meet requirements of a 
few hours of peak load during the day. 


Of the total 24-hour weekday traffic, 
almost 50 percent is concentrated in 
four hours. The number of individuals 
traveling during a 24-hour period is 
approximately half the number of pas- 
senger fares collected, since each pas- 
senger usually rides twice—an outgoing 
ride to business and an incoming ride 
back home. Thus, to obtain the degree 
of concentration during any hour, in 
terms of passengers rather than fares, 
we should divide the number of passen- 
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gers during that hour by half the total 
number for the 24-hour period. On this 
basis, over half the outgoing traffic is 
concentrated in the 2-hour period from 
7 to 9 AM, and nearly half the incoming 
traffic is concentrated in the 2-hour 
period from 4 to 6 PM. 


This peak load is more intense now 
than it was 20 years ago because almost 
all offices, shops, and factories have 
about the same workday, starting and 
ending for most types of work at about 
the same hours, morning and night. The 
change which has taken place in the few 
years from 1945 to 1951 is seen in Chart 
VIII. The increased ‘“‘bulge” in morning 
and evening traffic indicates the trend 
toward greater standardization of the 
prevailing schedule of the workweek— 
five days from 9 to 5. 


The same problem occurs with other 
utilities, such as telephones, telegraph 
and electric power. These other utilities 
all charge top rates during the peak 
hours (because these peaks are very 
expensive to meet) and offer bargain 
rates at other times to shift the business 
as much as possible to the otherwise idle 
periods. In comparison with the peaks, 
it costs very little to give service in the 
off-hours. This is an important fact to 
keep in mind. 


Ten percent more passengers riding 
on partly empty trains and ferries in 
the off-hours and week ends would cost 
practically nothing to haul, but they 
would add to revenues exactly 10 per- 
cent. 


The Zone-Time Fare Plan 


Recognizing the high cost of peak- 
hour travel and the large “profit” which 
can be derived by encouraging off-peak- 
hour travel, Professor William S. Vick- 


rey has elaborated in great detail the 
recommendation that New York City 
abandon its flat fare and adopt in its 
place a variable fare based upon: (a) 
the length of the trip taken (the zone 
system); and (b) the time of day of 
travel (the time system). 


The zone system has long been in use 
for the London underground and for cer- 
tain other large European urban transit 
systems. The railroads have always used 
mileage as a basis for their charges and 
also have made much of special excur- 
sions to develop off-peak travel.* Boston 
has tried and abandoned a modified zone 
system, and New York City has just 
restored a very limited zone system in 
abolishing combined rides and transfers 
to surface lines. A Staten Islander who 
uses a bus, then the ferry, and then the 
subway is actually traveling under a 
zone system with three fare zones. 


The primary administrative difficul- 
ties in any comprehensive zone-time 
system, such as that recommended by 
Vickrey for the New York subways, 
beyond the confusion of any change, are 
the prohibitively high cost of examining 
tickets of all passengers to see that they 
have paid the right amount by zone and 
by time, and the delays which this would 
develop at the points of heavy exit. 
Professor Vickrey, who is an engineer 
as well as an economist, has taken ad- 
vantage of the new developments in slot 
machines and computing devices to pre- 
sent a method of completely mechaniz- 
ing this zone-time system so as to make 
it unnecessary to provide expensive 
human ticket takers. After investiga- 
tion our Headquarters Staff reports 
that the Vickrey proposals are mechan- 





* Long-distance telephone calls, to cite 
another example, are charged on a zone-time 
basis. 
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CHART VIII 
PERCENT DISTRIBUTION OF TRAFFIC BY HOURS 
PER RAPID TRANSIT SYSTEM, NEW YORK CITY, 1945 AND 195] PER 
CENT CENT 
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ically feasible, although they would 
require extensive redesign of the exits 
at the most heavily used stations as well 
as a vast education of the riding public. 


A most attractive feature of the 
Vickrey plan is that it would make pos- 
sible a lower fare for the very short 
trips and for evening and week-end 
travel. By this device, he would en- 
deavor to bring back to the subways a 
portion of the 366,000 daily round-trip 
riders who quit riding when the fare 
increased in 1948. Carrying more pas- 
sengers between 10 AM and 4 PM and 
during evenings and week ends would 
greatly increase the full utilization, and 
therefore the efficiency, of the transit 
system. 


This feature of the Vickrey sugges- 
tion might be adopted without the rest 
of his program, simply by arranging 
the turnstiles so that they would collect 
different amounts during the rush hours 
than in the nonrush hours. 


Another variation might be applied 
to express service as distinguished from 
local service, so that the local service 
would continue at ten cents, or might 
be reduced to five cents during certain 
hours, while the express service would 
require passing through an additional 
turnstile and the payment of an addi- 
tional nickel. 


Riders and Revenue Under Various 
Rates of Subway Fare 


From the foregoing discussion it is 
evident that there is a definite relation- 
ship between rates of fare, number of 
riders, revenue, cost, deficits, and sub- 
-gidies. Any one of these can be deter- 
mined, within certain limits, if the 
others are known. A review of these 
interrelations calls for close and tedious 
reasoning, but it discloses factors which 


are important for straight thinking on 
the subway fare problem.* 


From the estimates of the reduction 
in riders accompanying various fare 
increases, based on experiences in New 
York and elsewhere, it is possible to 
draw a curve which shows how many 
subway riders there would be at any 
rate of fare from 5 cents to 50 cents. 
This has been done by our Headquarters 
Staff in Chart IX to demonstrate the 
theory involved. The right hand part 
of the curve is somewhat problematical, 
of course, but the figures up to 20 cents 
are reasonably dependable. 


From this curve it is also possible to 
compute the gross revenues which will . 
be collected, as the revenue equals the 
number of riders times the rate of 
fare. ** 


Chart X shows what the total fare 
revenue would be at the various rates 
of fare. The highest revenue possible 
would apparently be produced at about 
32 cents per ride, but at this point half 
the value of the transit system to the 


i 
) 


* An analysis along these lines will be found 


in a memorandum by Professor William S. 
Vickrey, “The Rapid Transit Fare and the 
Number of Passengers in New York City,” 
a Report for the Headquarters Staff of the 
Mayor’s Committee on Management Survey, 
Document No. 151, May 12, 1952. 


** Tt should be noted that the estimates of pas- 
sengers, revenue, and cost included in Tables 6 
and 11 and the corresponding text differ some- 
what from those of Charts IX through XII. 
The former are concerned with the total of 
rapid transit and surface lines, and also in- 
clude the additional revenue due to the elimina- 
tion of combined rides and with the probable 
effects of such a specific change in fare as 
an increase of 5 cents. The charts. and the 
analysis that follow are concerned only with 
rapid transit facilities and are intended pri- 
marily as a demonstration of the method of 
analyzing the interrelation between changes 
in fare and corresponding changes in volume 
of travel, revenue, cost and required subsidy, 
and to ascertain the fare which would bring a 
high level of revenue consistent with maximum 
utilization of the City’s rapid transit facilities. 
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City would be gone, because over half 
the present traffic would be driven away. 


With the reduction of the number 
of passengers, the service would be cut, 
less electricity would be used, and fewer 
conductors, etc., would be required. 
However, cutting the rapid transit oper- 


CHART IX 
ANNUAL NUMBER OF RIDES IN RELATION TO FARE 
RAPID TRANSIT SYSTEM 
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ations in half would not cut the cost in 
half, because it would still be necessary 
to pay the fixed charges, particularly 
the debt service. Cost would go down 
somewhat with fare increases, as is esti- 
mated in Chart XI. In this chart, debt 
service for the Rapid Transit System 
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(excluding the surface lines) is taken 
at $65 million, and the total cost is the 
sum of the estimated operating costs 
plus debt service. 


Chart XII combines the materials 
shown on the previous charts. Under a 
10-cent or 15-cent fare the total cost 
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CHART X 
REVENUE IN RELATION TO FARE 


RAPID TRANSIT SYSTEM 


$300 
250 
200 


YyV3SA Y3d SYV1 
.°) 





exceeds the revenue. At certain rates of 
fare, between 20 cents and 45 cents, 
there would be a net surplus, although 
a deficit develops again if the fare is 
further raised to 50 cents, because so 
few people would ride at such a high 
rate of fare. 
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In Chart XII the number of riders see what proportion of the riders would 
estimated to be lost with each step in disappear at any fare rate. This is read 
fare increase has been converted into on the right hand scale. The percent — 
a percentage reduction and placed on a reduction is calculated on the basis of 
cumulative basis, so that the reader can _ the 5-cent fare. 
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highest extremes. The point of intersec- 
tion of the curves has no particular sig- 
nificance. 


From Chart XII two important con- 


: The right hand scale has been selected (1) Under present cost conditions, 
so that the two curves will cover the a balance between revenue and total 
same range from their lowest to their cost including debt service can be 


struck with a subway fare of about 
17 cents. 

(2) This could be done only at the 
price of driving off the subways about 
550,000 round trippers for the aver- 
age day or a total of 401 million fares 
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SUBSIDY AND PERCENT REDUCTION IN RIDES AT VARIOUS RATES OF FARE 
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We think that this would constitute 
a serious economic loss for the entire 
business community and that it would 
also result in running the Rapid Transit 
System at much less than its maximum 
capacity. 


If the general assumptions and the 
scales shown in these four charts are 
reasonably correct, they would seem to 
indicate that a reasonable fare would 
fall somewhere between 12 cents and 
17 cents. This is the ‘‘zone of balance 
between maximum use and _ needed 
revenue.” The only way to determine 
the best point at which to set the fare 
within this zone is to try it out, because 
none of the equations are based on suf- 
ficiently valid assumptions to give a 
final answer. 


It should be remembered that the 
above discussion assumes a single flat 
fare. The introduction of either a zone 
system or a time system, or both, would 
shift the curves materially and might 
produce an entirely different set of gen- 
eral conclusions. 


Estimate of Future Transit Operations 


The preceding analysis is limited to 
the rapid transit lines; it is concerned 
with the general relationship between 
the rate of fare, the volume of subway 
traffic, costs, and deficits. These rela- 
tionships and the drop in rides are 
based upon the experience of 1948 
when the subway fare was increased 
from 5 to 10 cents. With regard to the 
immediate future, 1953-54, estimates 
have been developed by our Head- 
quarters Staff regarding the number of 
passengers and the amount of expected 
revenue under the present fare and 
under an increased fare for the entire 
system including rapid transit and sur- 
face lines. These estimates are pre- 
sented in Table 11, including also the 


estimated cost of operations, the operat- 
ing deficit, and debt service charges. It 
will be seen that at the present dime 
fare the total revenue for the entire 
system will fall below the cost of opera- 
tions to the extent of $69.3 million. This 
is based upon the assumption that even 
if the fare were not increased the 
volume of traffic next year would be 3 
percent below the 1952-53 level, because 
of the general declining trend. 


TABLE 11 


TRANSIT OPERATIONS, RAPID AND 
SURFACE LINES, 1953-54 


Estimates Based on Two Rates of Fare’ 





10-Cent Fare 15-Cent Fare 
Passengers (thousands).... 2,018,091 1,818,362 
Passenger revenue .......... $198,782,000 $269,118,000 
Other revenue ............000 5,600,000 5,600,000 
Total revenue .......... 204,382,000 274,718,000 
Cost of operations ........ 273,700,000 273,700,000 
Operating deficit ............ 69,318,000 — 
Operating surplus. .......... — 1,018,000 
Debt service” .............. .... $ 72,800,000 $ 72,800,000 





1 The figures in this Table are based on the following 
assumptions in the light of past experience: 

(a) That the number of passengers in 1953-54 would 
be 3 percent lesa than in 1952-53 due to the general 
declining trend even if the fare remained unchanged 
at 10 cents. 

(b) That if the fare were raised to 15 cents, effective 
July 1, 1953, the number of passengers would be 12.¢€ 
percent less than in 1952-58, including a 38-percent 
decline due to the general trend and an additional 
9.6-percent decline due to the fare increase. 

(c) Because of the half-fare charged school children, 
the average fare at the 10 cent rate would be 9.85 
cents, and at the 15 cent rate would be 14.80 cents. 


(d) That the cost of operations in 1953-54 would be 
approximately $18 million higher than in the preceding 
year, and would remain practically the same under the 
two rates of fare. 


2‘Only the ‘“‘normal” debt service is shown. In 1953-54 
there will be an additional $42.1 million bonds issued 
to cover the last part of the transit deficiency for the 
fiscal years 1950 through 1952. The total debt service 
financed during the year will thus be $114.9 million. 


If the fare on both the rapid and 
surface lines were increased by 5 cents, 
the revenue would just balance the cost 
of operation (leaving a surplus of per- 
haps one million dollars). No additional 
tax support for transit operations would 
be required. The debt service, including 
depreciation and interest, would con-. 
tinue to be covered by tax support. It 
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should be noted that our staff assumes 
that the 5-cent increase in fare would 
result in a 9.6 percent reduction in 


traffic, similar to the percentage de- 


erease which resulted from the 5-cent 
rise in subway fare in 1948. This means 
that during the year there would be 
some 200 million fewer rides at the 
15-cent fare than under the 10-cent fare. 


A more drastic increase in fare would 
probably result in such reduction in the 
use of the transit facilities as to con- 
stitute a serious economic loss to the 
community, with an adverse effect upon 
riders as well as business concerns in 
the City. Moreover, many of those who 
would quit riding the subways would 
take to riding by private automobiles. 
Traffic on the City’s streets would thus 
be further increased adding to the 
present congestion in the movement of 
traffic and parking facilities.* Finally 
the Rapid Transit System would not be 
put to maximum use. 


It should never be forgotten that the 
loss of riders which would be caused by 
a drastic fare increase would develop 
not so much in the rush hours, as in the 
off-hours, on Saturdays and Sundays, 
and in the short rides. Most of these 
passengers are now carried in subway 
trains that are only partly filled, so that 
their loss would be very wasteful. To 
hold the riders at these hours means ad- 
ditional revenue without increase in 
cost. 


And the riders who would be hurt are 
not those with incomes over $100 a 
week, but those with incomes under $50 


* One subway train at rush hours carries 
about 2,500 riders. Transporting that number 
of persons by private automobile, with 2 per- 
sons per car, would thus involve 1,250 auto- 
mobiles. To park these cars would require all 
the effective parking space on both sides of the 
street in over 68 city blocks, or an equivalent 
parking area. 





a week, particularly those with large 
families. 


For the average subway rider, with 
an average family income of $75 a week, 
the impact of the fare increase would 
probably be heavier than would be an 
equal burden distributed throughout 
the City as a part of the sales tax, or as 
part of the property tax or as part of 
an income tax.** 


Furthermore, most of those who 
would stop riding because of a fare in- 
crease would not be the workers, who 
have to travel anyway, but the shoppers, 
customers, and amusement patrons. 
This loss could be very serious to the 
businesses affected and thus in turn to 
the real estate, especially in the center 
of the city. 


Policy for Setting Transit Fares 


In view of these complicated economic 
relations and their strategic bearing on 
the life, work and structure of the en- 
tire community, the Mayor’s Committee 
on Management Survey is convinced 
that the rate of fare on the subway and 
surface lines cannot be set for all time 
by an automatic formula, or by any 
easy arrangement like requiring real 
estate to pay the debt service and the 
riders all other costs whatever happens. 
Such an arrangement overlooks commu- 
nity needs and modernization problems 
and may encourage unsound fiscal ma- 
nipulations. 


In transit, as in most other areas of 
pricing, there is need for watching the 
result and making adjustments on a 
sensitive and intelligent basis, by the 
exercise of informed administrative dis- 
cretion, not solely by the application of 
a fixed and aging legal mandate. 


** See “The Financial Problem of the City 
of New York,” p. 406. 
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While rates should not be changed at 
frequent intervals, it should be possible 
to make needed adjustments at other 
times than July 1 of any year as now 
fixed by law. 


It is clear to us that the rate of fare 
on the City’s subways and on surface 
lines should normally be the same and 
that changes in rates should be made 
at the same time to avoid shifts in 
travel patterns. 


The rate of fare, and the fare struc- 
ture, should be determined so as to 
encourage a balance between maximum 
utilization and needed revenue, without 
stipulating by law that the resulting 


revenues must always be adequate to. 


balance operating costs. A rigid legal 


Hl. THE STATEN 


The ferry service between Manhattan 
and Staten Island is just as much a part 
of the City’s transit system as the sub- 
ways or the bridges are. It is an essen- 
tial link in binding the Borough of 
Richmond to the rest of the City in pro- 
moting the integrated operation and 
development of the economy. 


The complete ferry service, including 
that to Welfare, Rikers, and Hart 
Islands, is moreover a facility which 
makes it possible for the City to main- 
tain its City-wide governmental serv- 
ices, especially those for fire, hospitals, 
police, welfare, and other regular and 
emergency activities. If there were no 
ferry service for public transit use, the 
City government would still require a 
ferry service for its own use. 


The Staten Island Ferry carries both 
revenue passengers and vehicles. In 


provision of this character, which is 
proving so disruptive in other cities, 
should be avoided in New York City. 
While it is highly desirable to meet the 
full operating costs, excluding debt serv- 
ice, from the fares, this should not be 
the only consideration involved. The 
first consideration should be to fix the 
fare at a point that will give the best 
balance between maximum utilization of 
the transit system on one side and re- 
quired revenue on the other. 


Our Headquarters Staff believes that 
this can be done under present condi- 
tions at 15 cents. The principle of full 
utilization can be advanced also by pro- 
viding special lower rates during the 
off-peak hours and week-ends, and pos- 
sibly also by zone fares. 


ISLAND FERRY 


1951 there were 22,194,704 revenue pas- 
sengers and 1,387,755 revenue vehicles 
carried on the ferry. 


The fare for passengers has been 
5 cents a ride since 19038, although a 
combination ride with the Staten Island 
Rapid Transit Company (Baltimore & 
Ohio) is given for a surcharge of 2 for 
5 cents to nearly 1.5 million riders dur- 
ing the year. Including the latter group, 
the average fare at the present time is 
thus not 5 cents a ride, but only 4.4 
cents. 3 


It should be noted that in the past 20 
years, the volume of passenger traffic 
on the Staten Island Ferry declined, 
although the fare was unchanged, while 
that of vehicular traffic expanded. Table — 
7 shows the pertinent figures for the 
calendar years 1930 and 1951. 
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TABLE 12 


STATEN ISLAND FERRY TRAFFIC 
1930 AND 1951 





Change Percent 

1930 1951 1930 to 1951 Change 
BEVENUE POSSENGENS —....6c..ccssececcecccceactssdoajetocvedecshasoceehcioee 27,118,116 22,194,704 — 4,923,412 —18.2 
Rew eNUCLVENICIESE Sse ee 1,067,720 1,387,755 “7 '320,035 + 30.0 





The ferry service is maintained 24 
hours a day. During rush hours, the 
ferries run every 10 minutes and carry 
some 40,000 passengers per hour. 


The Cost of Ferry Service 


The Bureau of Ferries has a force of 
some 1,000 employees. The total cost of 
the ferry service rose from $4,790,349 
my 1946. to $7,892,809. in 1951 The 
operating cost alone increased from 
$3,793,731 to $5,848,009. This rise of 
41 percent in cost of operation was 
largely due to wage increases and the 
institution of a 40-hour week. Debt 
service increased from $996,618 to 
$2,544,330 or 155 percent during the 5 
year period, due to terminal construc- 
tion and acquisition and modernization 
of ferryboats. 


In 1951 the total revenue of the 
ferry service was $2,186,275, including 
$1,886,565 from passenger fares and 
vehicular tolls, $34,539 from the com- 
bined ride transfers issued by the 
Staten Island Rapid Transit Company, 
and $265,171 from concessions on 
ferries and in terminals. 


The operating deficit of the ferry 
service in 1951 was $3,161,734 (operat- 
ing cost of $5,348,009 minus revenue of 
$2,186,275). This plus the debt service 
of $2,544,330 amounts to a total deficit 
‘of $5,706,064. The total deficit is over 
two and one-half times the present total 


_ revenue. 


Of the $5.35 million operating cost of 
the ferry service, $2.25 million may be 
allocated to the institutional ferries 
serving Welfare, Rikers, and Hart 
Island,* plus the stand-by service 


_ rendered to the City by the Staten 


Island Ferry. The operating cost of the 
Staten Island Ferry, chargeable to pas- 
sengers and vehicles, is thus not less 
than $3.10 million. This understates the 
situation because of the absence of true 
depreciation reserves, an important ele- 
ment for marine and waterfront 
facilities. 


Higher Rates Required 


In view of the preceding analysis, the 
Mayor’s Committee on Management 
Survey recommends that the passenger 
fare rate on ferries be increased by 
5 cents and the vehicular toll by 10 
cents. This will require an amendment 
to the Administrative Code, Section 
703 c-4.0. The 2.5-cent transfer from the 
Staten Island Rapid Transit Company 
should be eliminated. The fare increase 
and the general trend of declining pas- 
senger traffic will probably bring about 
a slight decrease in passengers riding 
the ferries. It is estimated that the de- 
cline will be about 6 percent below the 
1951-52 level. 


* The number of free riders on the institu- 
tional ferries in 1951 was 2,121,223 and the 
number of toll-free vehicles was 55,294, 
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With the new rates, estimated rev- 
enue for 1953-54 would be as shown in 
Table. 13. 


TABLE 13 
STATEN ISLAND FERRY REVENUES 
AT PROPOSED RATES 
ESTIMATED FOR 1953-54 


Thousands 
Passenger ‘revenue 2223 kisi isso cdayecseeecsececccssasooentese $ 2,025 
Moll obivehicles: so 2.tes 52sec ceeetence see ee OS 945 


Additional passenger revenue to result from the 
elimination of the combined ride with the 





Staten’ [sland Railroad ..iccccc..cccecoccccevsccccvoseseses 155 
Concessions on boats and terminals. ...............0000 265 
Lifes oe are REESE, at Ea Aird eS de Nise ea PR $ 3,390 


If the revenue from concessions in 
the new terminal increases beyond the 
figure indicated, the additional revenue 


might well be used to reduce the debt 
service since such increased income 
would be derived from a capital im- 
provement not essential for ferry opera- 
tions. 

The cost of debt service would be 
met from tax revenue, as at present, but 
the cost of operation of the noninstitu- 
tional transportation service would be 
balanced by revenue from passengers 
and vehicles, as shown in Table 13. The 
operational deficit of the ferries’ public 
transportation service would thus be 
eliminated. 


It should be noted that even the rec- 
ommended higher fare will not meet the 
total cost of the ferry services. For the 
distance involved, the increased fare 
would not be excesive. 


IV. IMPROVING THE MANAGEMENT OF PUBLIC TRANSPORTATION 


Multiplicity of Agencies 


Public transportation facilities in 
New York City are now owned and 
managed by the following major agen- 
cles: 


The City owns and the Board of 
Transportation operates the City 
subway, elevated and bus lines. The 
Board is technically a State agency 
because of historical developments, 
its members are appointed by the 
Mayor and its debts and deficits are 
paid by the City. The rate of fare is 
fixed by the Board of Transportation 
with the approval of the Mayor. 


Private bus lines are operated under 
franchise granted by the Board of 
Estimate. 


The Port of New York Authority 
owns and operates certain interstate 
toll bridges and tunnels and terminal 
facilities, and the City airports on 
lease. The Authority is a New York- 
New Jersey Corporation, created by 


treaty between the two states, and it 
is tax exempt and self-supporting. It 
is independent of the City, although 
certain of its developmental projects 
are subject to Board of Estimate ap- 
proval. 


The Triborough Bridge and Tunnel 
Authority owns and operates another 
set of bridges and tunnels which are 
not interstate in character. This is 
also independent of the City, is tax 
exempt, and amply self-supporting, 
although its initial investment was 
subsidized by the U. S. Government 
and by the City. The Authority mem- 
bers are appointed by the Mayor. 
Tolls are set by the Authority. 


All other bridges were built and are 
maintained by the City, financed by 
the taxpayers, and administered by 
the Department of Public Works. 
They are all toll free. 


About two-thirds of the docks are 
owned and operated by the City and 
leased mostly to private shippers. The 
revenue falls short of meeting the 
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debt by over $3 million a year. City 
docks are administered by the De- 
partment of Marine and Aviation 
which also handles the ferries. The 
deficits are carried by the City (over 
$5 million a year). 


Parkways are built by the City and 
administered under the Park Depart- 
ment. They are toll free. 


Airports are owned by the City but 
leased to and operated by the Port 
of New York Authority, which has 
integrated the New York airports 
with the Newark and Teterborough 
airports. The debt incurred before 
transfer of operation to the Port of 
New York Authority is carried by 
the City: subsequent debt is carried 
by the Port Authority. The operating 
deficit, which is small, is carried dur- 
ing the period of development by the 
general revenues of the Port Author- 
ity, chiefly from the Holland and 
Lincoln Tunnels and the George 
Washington Bridge. 


All other highways, throughways, 
and drives are constructed by the 
City, some with State and Federal 
aid. They are maintained generally 
by the Borough Presidents. Traffic 
regulations, including installation of 
parking meters and establishment of 
one-way streets and other controls 
are made by the Department of 
Traffic. The revenue from parking 
meters for 1953-54 is estimated at 
$3.2 million. 


Private railroads carry some 400,- 


000 commuters each weekday in addi- 
tion to their longer haul and freight 
services, and they also operate ferry 
services in the harbor. They are gen- 
erally controlled by the Interstate 
Commerce Commission. 

The harbor is generally maintained 
by the Federal government, with 
police, fire, and sanitary protection 
by City departments and_ Interstate 
Sanitary Commission; all develop- 
ment plans are subject to Federal 
control. 

This list does not cover everything ; 
it omits such things as the taxicab con- 


trols of the Police Department, elevator 


_ licensing by the Department of Housing 


and Buildings, and various controls ex- 
ercised by the U.S. Interstate Commerce 
Commission, all of which have some 
effect on the situation. But it does indi- 
cate that the major links in the City’s 
public transportation facilities are now 
owned, operated, or controlled by a com- 
plicated network of independent boards, 
commissions, authorities, and depart- 
ments. The governments involved in- 
clude the Federal government, New 
York State, New Jersey, and Connecti- 
cut, and New York City, as well as 
several State, interstate, City, and pri- 
vate corporations. Rates of fare, for 
example, are controlled by the Inter- 
state Commerce Commission, the Port 
Authority, the Triborough Bridge and 
Tunnel Authority, the State Public 
Service Commission, the Board of 
Transportation, the Mayor, the Board 
of Estimate, and the City Council. 


While the Board of Estimate gener- 
ally has more control over the local situ- 
ation than any other one body, the small 
scope and influence of the City Planning 
Commission in the field of transporta- 
tion is somewhat anomalous, in view of 
the fundamental importance of trans- | 
portation for the master plan and for 
the framework of the development of 
the City. 


The question naturally arises as to 
whether the City of New York can deal 
with the transportation problem intelli- 
gently or effectively with such a dis- 
organized approach. This lack of unified 
action relates not only to general analy- 
sis and planning, but also to the fixing 
of fares and tolls, the control of street 
traffic and use, the development of sur- 
face transportation, and its relation to 
the Rapid Transit System, and all oper- 
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ations including employee and public 
relations, With such an approach it is 
only natural for the various agencies 
which have a finger in the transporta- 
tion pie to become competitive and to 
proceed without adequate integration 
with housing, schools, hospitals, recrea- 
tion, and other transportation develop- 
ments, and in disregard of the now 
serious fiscal problems of the City. 


Looking at this general situation, 
various individuals have concluded that 
all of the elements noted above, or most 
of them, should be put together into a 
single operating and taxing agency, not 
only to reduce the chaos, but to support 
the less prosperous activities with the 
aid of the more profitable units. Such 
an agency would have to be interstate 
in character to meet the requirements 
of the entire metropolitan region. 


Broad Requirements 


The Mayor’s Committee on Manage- 
ment Survey regards this conclusion as 
too far-reaching and even its partial 
achievement as too far in the future to 
supply a solution for the immediate 
problems of transit operation and street 
traffic congestion. Approaching the prob- 
lems from the immediate management 
standpoint, it is our feeling that: 


The first requirement is a modern and 
efficient organization to operate and 
maintain the City-owned transportation 
facilities under modern business prin- 
ciples and procedures. 


The second requirement is a compre- 
hensive and co-ordinated planning and 
policy control over the development of 
all facilities which serve the transporta- 
tion and traffic requirements of the peo- 
ple of the City. For example, it would 
only add to present confusion if the 


plans for automobile traffic are devel- 
oped without reference to the mass 
transportation facilities or to the off- 
street and on-street parking facilities 
and control. 


The third requirement is that all 
measures adopted now looking toward 
an immediate solution of our transit 
problems shall be so designed as not to 
stand in the way of the larger and more 
comprehensive efforts which may be 
anticipated from the regional and inter- 
state approaches which are now being 
initiated. 


The recommended institutional ap- 
proach to these ends is presented in 
Section V of this chapter. In the fol- 
lowing pages we present certain sug- 
gestions on internal organization and 
management, drawn in part from the 
transit surveys made for this Com- 
mittee. 


From the standpoint of the long- 
range problems involved, the Committee 
regards it as fortunate that the State 
of New York and New Jersey have re- 
cently taken action to explore together — 
the interstate aspects of the metro- 
politan transit question through the 
creation of the temporary Interstate 
Commissions to study Rapid Trans- 
portation Facilities of the New York- 
New Jersey Metropolitan Area, which 
have been authorized to call on the Port 
of New York Authority as a research 
resource.* We feel that the City of New 
York should not only co-operate to the 
full with the new Commission, but 
should immediately initiate its own 
studies designed to help the Commission. 
and to protect the interests of the City. 


*“New York Laws of 1952, Chapter 453; 
New Jersey Laws, S. No. 166. 
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Transit Organization and Internal 
Management 


(1) We endorse in general the plans 
for internal organization of the Board 
of Transportation recommended by Day 
& Zimmermann and Coverdale & Col- 
pitts in their survey Report. It will be 
up to the new Transportation Authority 
suggested below to consider how far it 
should go in carrying out the reorgani- 
zations suggested by the engineers. 


(2) In no area of railroad manage- 
ment has the Board of Transportation 
failed more seriously than in its em- 
ployee relations. While the public and 
some City officials are inclined to blame 
this all on the labor unions and their 
leadership, we strongly suspect that a 
dispassionate study would réveal that at 
least half the blame must be placed on 
the bad handling of labor relations and 
wage policies by the Board and its 
predecessor, private managements. Pri- 
vate employers who place really able 
and co-operative executives very near 
the top of their management to handle 
employee relations do not get into such 
difficulties as have been characteristic 
of the New York transit system under 
both private and public operation.* The 
personnel function in such an enterprise 
as the transit system requires not only 
the traditional personnel department 
but also a labor relations divisions of 
high authority and great competence. 
In all public-owned utilities the top 
elected officials need to resist and be 
protected from the temptation of deal- 
ing directly with wage and other labor 
problems. 

It is of course important in making 
the transfer of operation from the City 


. bb) © 1 

* See “Causes of Industrial Peace, Nationa 
elaine Association, Washington, 2 ea Oe 
(1950-1952). ; 


to the proposed Authority to make no 


changes in the status of the employees 


in the transit system without co-opera- 
tive discussions between management 
and the employees and a guaranteed 
protection of the pension and other 
rights of the employees. 


(3) All of the City-owned and -oper- 
ated utilities need more comprehensive 
and revealing accounts in addition to 
those now maintained in accordance 
with the system developed by the Pub- 
lic Service Commission for all utilities. 
These records should reflect all the true 
economic costs as well as the true reve- 
nues of such enterprises, so that the 
managers may know what they are 
really doing, and so that the public and 
the Board of Estimate may know what 
they are doing. 


At present, as we have noted above, 
there are no accounts reflecting the de- 
preciation and obsolescence of the vayri- 
ous facilities. The subways are seriously 
in need of new rolling stock, power gen- 
erating, distribution, and other equip- 
ment. The ferries need stand-by and 
control equipment. The wearing out of 
equipment or of the ferries and slips has 
not been included in the operating costs, 
where they belong, so that the total 
deficits of past years have been under- 
stated by many millions of dollars, 
against which debt retirements of the 
past are only a partial offset. 


While we recognize that subways and 
ferries must be subsidized in part we 
insist that the amount of the subsidy 
must be known and must be financed 
under a definite plan. 


It is this line of thinking which leads 
us to recommend the immediate develop- 
ment and installation of modern public 
utility accounts in connection with all 
the City revenue producing services. The 
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purpose is not to make everything fully 
self-supporting—that should not and 
cannot always be done—but to make 
the subsidy policy visible and subject 
to positive control. 


(4) Service control is called for, par- 
ticularly in connection with the surface 
and rapid transit operations. The engin- 
eering consultants, Day & Zimmermann 
and Coverdale & Colpitts, called atten- 
tion to important economies that could 
be achieved by the elimination of serv- 
ices Which were being maintained in ex- 
cess of the need at the time they made 
their survey. We understand that the 
Board of Transportation has already 
acted along the lines recommended and 
that not less than $7 million annually is 
already being realized in service econo- 
mies. The Board is to be commended for 
its prompt action. 

We recognize that the outlying feeder 
services will always be run at a deficit 
greater than that of the inner services 
where traffic is by nature heavier and 
more continuous. This is true of any 
private transportation system. By 
“service control’ we do not mean the 
elimination of all activities that fail to 
carry their own marginal costs. What 
we are recommending is that those who 
manage public utilities must: (a) know 
what the costs are of various incre- 
ments of service: (b) frequently re- 
view each; and (c) take action to bring 
such services under control with various 
experimental adjustments and arrange- 
ments. It goes without saying that this 
type of control should be left to the 
management of each utility. 


(5) As is indicated in Chapter XI, 
Volume II of this Report, we have en- 
dorsed in general the detailed manage- 
ment suggestions presented by the en- 
gineers who surveyed the entire transit 
system. We refer these highly specific 


management and engineering sugges- — 
tions to the Authority and to the Board 
of Transportation, knowing that the 
Board has already adopted many of the 
suggestions offered and will give similar 
consideration to the remainder. 


We cannot refrain, however, from 
adding two further suggestions of our 
own designed to benefit the users of the 
City’s transit facilities: . 


(6) We think that much greater 
attention needs to be given to the com- 
fort of the passengers. Such improve- 
ments will not only add to the comfort 
of the riders but might also bring back 
some of those who stopped using the 
public transit facilities in recent years. 
Perhaps even more inventive genius can 
be directed at making cars (and sta- 
tions) easier and cheaper to clean. 
Might not the rapid transit engineers 
come up with special purpose cleaning 
machinery which could mechanize such 
work almost completely ? 


Is it not possible also to lessen greatly 
the noise of the subway operation, as 
has been done with such success for 
streetcars, and to deal more effectively 
with ventilation and heating? 


Might not the more extensive use of 
escalators bring back to the subways 
many who find climbing stairs difficult? 


(7) We recommend also that a tran- 
sit operating engineer and a_ public 
relations counsel, experienced in public 
psychology and education, develop a 
completely new system of signs, maps, 
and nomenclature for the entire Rapid 
Transit System. Because of the histori- 
cal development of the various lines, 
New York City has acquired not only 
the most complicated but also the most . 
confusing transit system in the world. 
The existing maps, signs, and nomen- 
clature are not only a serious time- 
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waster for many of the passengers, but 
vithout doubt they drive much available 
yusiness off the subways. It is probably 
rue that old New Yorkers who com- 
nute over a given line daily know just 
10w to go, but even such persons are 
yften found to be riding by some IRT 
route when they could make better time 
and travel in more comfort on one of 
the newer lines. And the stranger, or 
the New Yorker who is going off his 
own beaten track, is hopelessly lost in 
the present system. 


While this may be defended as a daily 
intelligence test of the maze variety, we 
think New York has now survived the 
test and should be given a scheme of 
routes, maps, and signs which will aid 
rather than hinder the use of the transit 
system as a whole. | 


We talk about “transit unification in 
New York,” but unfortunately the oper- 
ating engineers cannot get away from 
the old line names, so we continue to 
educate the public to use all these his- 
toric monikers which are now nothing 
but a source of confusion. 


In making such suggestions for a 
comprehnsive new system of names, 
signs, directions, and maps, we recog- 
nize the change-over will be costly and 
will cause some temporary inconven- 
ience. For this reason we feel that the 
installation of the new system should 
not be made until a time more appropri- 
ate from the budget standpoint. How- 
ever, we think that the new system 
should be designed now, and that it may 
be possible to install some parts of it 
without waiting for the complete 
change-over. Then if a period comes 
when made-work is in order, the rest of 
the program could be quickly developed 
and installed. | 


(8) We feel that the City should 
either proceed with the complete mod- 
ernization of the transit power plant 
or enter into negotiations with the Con- 
solidated Edison Company, or any other 
available private utility group, to take 
over and operate the power system now 
furnishing electricity for the transit 
lines, so that the City would in the 
future buy all of its power for the 
transit system. 


We make this recommendation for 
the following reasons: 

(a) The City’s power plant and dis- 
tribution system is very badly run 
down and is in need of immediate mod- 
ernization to avoid serious breakdown. 


(b) The cost of purchased power at 
the present time is substantially less 
than the cost of City-generated power 
as reported to us by the survey engi- 
neers. However, the recent decision of 
the State Public Service Commission 
to place rates for City purchase on an 
average cost basis rather than on a 
marginal incremental basis makes the 
purchase of power less attractive for 
the future. 


Since the engineers’ Report was made, 
the estimated costs of modernizing the 
City plant have risen spectacularly. At 
the same time the Consolidated Edison 
Company, proceeding under the ruling 
by the Public Service Commission, has 
demanded an increase of about 37 per- 
cent for the purchase of power, since its 
contract with the Board of Transporta- 
tion has expired. 


While these changes call for a re- 
examination of comparative costs, the 
question remains as to the advantages 
of City-generated power compared with 
purchased power. The matter demands 
careful examination, and particular at- 
tention should be given to technological 
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developments of recent years with high 
pressure steam, localized diesel power, 
and even atomic energy. 

(c) No other large city transit utility 
tries to generate its own electric power 
as part of the transit operation. It has 
been found everywhere that power gen- 
erating is one business, best tied into 
the comprehensive community power 
system, and that running the trans- 
portation utility is another business. It 
may be impractical to have one manage- 
ment for the two operations, and to 
separate the transit power plant from 
the general community power operation. 

(d) It is questionable whether the 
City needs its own (high cost) power 
plants as a basis for ‘‘bargaining’”’ with 
the Consolidated Edison Company or 
with any other utility company. What is 
apparently needed is a good agreement 
to start with, and then a management 
which will put the City’s case before the 
private power producers and the Public 


Service Commission effectively. This has 
generally been found to be adequate in 
other cities. 


(9) The experience of the City dur- 
ing the bus strike of January, 1953, 
indicates to the Committee that the pub- 
lic interest requires that an intensive 
study be conducted by an independent 
agency to determine which bus lines are 
still necessary. If a certificate of con- 
venience and necessity could not be 
granted at this time, the bus line should 


not be continued solely because it has 


been in operation for many years. Con- 
tinuing bus lines which have outlived 
their usefulness, many of which dupli- 
cate City-owned rapid transit facilities, 
imperils the existing fare structure and 
creates a serious traffic problem which 
could be avoided. The Board of Esti- 
mate should have this study available 
before deciding what tax and other ad- 
justments should be given to the bus 
companies. 


V. PROPOSAL FOR A NEW YORK TRANSPORTATION AUTHORITY 


Transportation Needs 


As developed in the foregoing sec- 
tions of this chapter, the immediate 
needs of New York City in surface and 
underground transportation from the 
management standpoint may be sum- 
marized briefly. They are: 


(1) To get for the daily operation of 
the subway, elevated, and surface lines 
a thoroughly efficient, businesslike man- 
agement. This should be ‘‘out of politics” 
but not out of contact with the human 
and social problems involved. 


(2) To establish co-operative and 
productive relationships between man- 
agement and labor. Here again the sys- 
tem should be ‘‘out of politics’ but not 


out of sympathy with modern standards 
of management-labor relations and re- 
sponsibility. 


(3) To proceed with the comprehen- 
Sive modernization of the power plant 
and power distribution, or to sell the 
City’s generating plants to a private 
utility and to purchase from it all power 
for the transit system; and to begin 
systematic modernization of the rolling 
stock, repair shops, and all other facili- 
ties. 


(4) To take the fixing of the transit 
fare “out of politics” by placing it in the 
hands of a responsible agency acting in 
full recognition of broad social and eco- 
nomic policy. | 
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(5) To develop the fairest method of 
determining the subsidy needed if and 
when transit costs exceed the revenue 
from riders, and of allocating the bur- 
den among the appropriate beneficiaries. 


(6) To eliminate from the City’s an- 
nual expense budget the fluctuations re- 
sulting from transit operations. 


(7) In order to lessen the deficits 
arising from subways and buses, to 
associate with them certain other re- 
lated transportation and traffic facili- 
ties, such as bridges, which may be 
operated to produce a net revenue. 

(8) To develop policies of transit 
extension to meet new needs in accord- 
ance with a “master plan” and within 
the limits of the City’s economic re- 
sources and credit, balanced over 
against other community needs. 


(9) To move toward a broader solu- 
tion of the transportation problems of 
the entire metropolitan area at the same 
time that the immediate problems of 
New York City are dealt with. 


Proposal for Meeting Present Needs 


It is proposed to achieve these nine 
objectives as follows*: 

(1) Create a new government cor- 
poration, to be known as the “New York 
Transportation Authority,” to operate 
and maintain the transit facilities 
owned by the City of New York and 
such other facilities as may be turned 
over to it in the future. 


(2) The New York Transportation 
Authority would be governed by a 
Board and operated by a general man- 
ager, to be appointed by the Board. 


*See Minority Statements by following 
members: Messrs. Charles F. Preusse and 
William Reid; by Robert W. Dowling; by 
George H. Hallett, Jr.; by Abraham D. Beame, 
Charles Horowitz, and William F. Shea; by 
Thomas Jefferson Miley; and by Delmont K. 
Pfeffer. See pp. 278-293. 


The Board would be composed of 
three members, residents of New York 
City, appointed for 6-year overlapping 
terms by the Mayor of the City of New 
York. 


Board members would be unpaid but 
would receive an honorarium for each 
day of meeting. 


The Board of the Authority would be 
confined in its duties to selecting the 
general manager and to handling broad 
policy matters, approving general rules, 
adopting the Authority budget, and ad- 
judicating final appeals. 


(3) All day-to-day management op- 
erations would be handled by the gen- 
eral manager. 


Except for the appropriate top posi- 
tions, the salaried officers and employees 
of the Transportation Authority would 
be under Civil Service. The existing 
Civil Service status and pension rights 
would be fully and appropriately pro- 
tected. 


(4) The ownership of all transit fa- 
cilities entrusted to the management of 
the Authority would continue to vest in 
the City, and debts incurred for the pur- 
chase or construction of the facilities 
would continue to be the debts of the 
City. The Authority would issue no long- 
term capital bonds. Its current financing 
would also be a responsibility of the 
City. 


All properties acquired by the City 
for transportation purposes, turned 
over to the Authority to run would con- 
tinue to be tax exempt as would be the 
Authority itself in all its operations. 


(5) With regard to the privately op- 
erated surface lines in the City, the 
Board of Estimate would retain control 
over the franchises, but would delegate 
to the Transportation Authority the re- 
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sponsibility for negotiations with such 
companies and for recommendations re- 
garding their operations and rates of 
fare. This would enable the City to 
determine when it would, and when it 
would not extend private franchises as 
suggested above. 


(6) For the future, transit construc- 
tion would be assigned to the Authority 
by the Board of Estimate for each spe- 
cific major improvement. The Authority 
would have no power to initiate major 
extensions or improvements without 
such authorization. 


(7) The power to fix and modify 
rates of fare on each facility assigned 
to the Transportation Authority for 
operation would be vested in the Auth- 
ority by law. This power would be lim- 
ited by standards set in the law creating 
the Authority. These standards would 
provide that: : 


(a) All fares shall remain as at 
present until changed by action of the 
Authority after public hearing. 

(b) The rates of fare or charges 
for use of transit facilities shall be 
determined by the Authority at its 
discretion at a level designed to pro- 
duce for the entire system the most 
satisfactory balance between maxi- 
mum use of the facilities and the reve- 
nue needed to meet the costs of opera- 
tion of the facilities. 


(c) Such fares or charges shall be 
adequate to meet the cost of current 
operations as now defined in City 
practice (that is, excluding debt serv- 
ice) unless the Authority shall find 
that such rates of fare will violate 
standard b. 


(d) Such fares or charges shall not 
exceed the total cost of operations, 
including depreciation, obsolescence, 
and interest on debt. 

(e) In determining the schedule of 
fares or charges, the Authority may 
establish variations based on the time 
and nature of the service, provided 
there is no discrimination against 


similar geographic areas or similar 

classes of riders receiving equal serv- 

ice. 

(8) The Authority should be given 
power to establish and operate or lease, 
auxiliary activities for public conven- 
ience or to increase revenues in connec- 
tion with its main operations, and to fix 
the charges for all such auxiliary facili- 
ties at its discretion. 


(9) In setting up the Authority, 
there would be assigned to the Authority 


for operation and maintenance the exist- 
ing facilities of the Board of Transport- 


ation, that is, the subways, the elevated, 
and the surface lines and their power, 
shop and other appurtenances. The 
Staten Island Ferry would also be as- 
signed and operated as a link in the 
entire system. If the ferries to the City- 
owned islands are also included, the City 
should continue to meet the cost of such 
ferries in the appropriate institutional 
budgets. The City should also pay cer- 
tain costs of the Staten Island Ferry for 
stand-by service to the using City de- 
partments, such as hospitals, police, and 
so on. 


(10) The powers of the Authority 
should be so drawn that the Board of | 


Estimate could assign to the Authority 


any and all other transportation or re- 
lated facilities for operation and main- 
tenance, subject to acceptance by the 
Authority. 


While it would be possible to entrust 
the Transportation Authority with the 
operation of the City-owned off-street 
parking facilities, this is a matter which 
must be settled in the light of a compre- 
hensive approach to the entire street 
traffic and parking problem. Because of 
this, it may be preferable not to detach 
the off-street parking operation from 
the control over traffic and street park- 
ing. : 
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(11) We are confident that the Au- 
thority will be able to operate under 
these powers and with these sources of 
revenue without subsidy from the City 
beyond continued City assumption of 
the debt service. With a vigorous busi- 
ness-like management, the cooperation 
of the employees, the elimination of 
unnecessary and competing bus lines, 
the streamlining of transit service, the 
full development of secondary revenues 
and the assignment to the Authority of 
other revenue producing transportation 
facilities such as toll bridges, it may 
even be possible to operate with a con- 
tinued basic 10 cent fare. If not, a mild 
increase in fare, supplemented with off- 
peak-hour bargain rates, will cover all 
operating requirements so that a fur- 
ther subsidy should not be needed, ex- 
cept, perhaps during the first year of 
transition. If such a temporary subsidy 
is required, the existing authorization 
to issue short term bonds to cover the 
deficit should be extended by the Legis- 
lature for perhaps one year. We do not 
like this arrangement, but it is appar- 
ently the only thing that can be done 
during the transition to allow the Au- 
thority to arrive at its decisions with 
due deliberation after discovering what 
is required. 


The Mayor’s Committee on Manage- 
ment Survey gave extended considera- 
tion to the further financing of the 
Authority in the event that it runs a 
deficit in spite of the powers and 
revenues assigned it under the rec- 
ommendations of the Committee. The 
Committee was not able to marshal a 
majority in favor of any specific plan. 
As a-matter of public information, 
therefore, it was voted to present a 
number of alternative plans in the 
Appendix of this Volume. 


(12) While the New York Trans- 
portation Authority, like the present 
Board of Transportation, would be cre- 


ated under State law initially to handle 


the present transportation facilities of 
the City of New York, the act should be 
so drawn that the jurisdiction of the 
Authority can be extended beyond the 
territorial limits of the City in the event 
that any of the transportation facilities 
should appropriately extend beyond pres- 
ent City limits. In that event it might 
be desirable to add to the Board of the 
Authority members who are resident in 
the territory served by the extended 
facility, to be appointed by the mayor of 
the city involved or by the chief execu- 
tive of the county. In such cases, voting 
rights might be determined in propor- 
tion to the value of the facilities in- 
volved. 

Through some such arrangements the 
jurisdiction of the Transportation Au- 
thority would be so defined as to be 
automatically extensible into areas con- 
tiguous to New York City in accordance 
with the transportation operational 
needs of the metropolitan area, rather 
than restricted by political boundaries 
which may fail to meet the transit re- 
quirements. 


Fulfillment of Objectives 


The plan for the New York Trans- 
portation Authority as thus presented 
will, we believe, meet the requirements 
stated above. 

Daily operation and management will 
be placed in the hands of a single re- 
sponsible general manager. This mana- 
ger is selected by a highly qualified 
Board, which is somewhat removed 
from local “politics” but still vitally rep- 
resentative of the local community. With 
a proper personnel department and 
joint committees and grievance machin- 
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ery, a new co-operative relationship be- 
tween management and labor would be 
developed. 

The modernization program could be 
initiated as soon as the new plan is 
operative so that the improvement budg- 
ets can be placed on a 5- and 10-year 
basis. The power problem calls for im- 
mediate definitive action looking toward 
either modernization or toward negotia- 
tions to sell the plants and buy power in 
the future. With a single general man- 
ager, this could be carried through with 
dispatch so that the final decisions could 
be made promptly by the Transportation 
Authority and the Board of Estimate. 

The fixing of the fare becomes a 
major responsibility of the Transporta- 
tion Authority Board on recommenda- 
tion of its technical staff, and after pub- 
lic hearing. This ‘‘takes the fare out of 
politics.”” However, the Authority must 
exercise this responsibility in accord- 
ance with the legislative standards set 
in the act. Under these standards the 
rate of fare must be adequate to meet 
current operating costs, not including 
the debt service, unless the Authority 
finds that this will result in a rate of 
fare that does not in its judgment pro- 
duce a satisfactory balance between 
maximum use of the transit facilities 
and the revenue needed to meet current 
operating costs. In no event can the 
rate of fare exceed the total cost of cur- 
rent operations, depreciation, obsoles- 
cence, and interest on the debt. The 
authority would be authorized to estab- 
lish special rates for school children as 
now.and for week-end and off-peak-hour 
travel. 

The Authority would be given the 
right to operate or lease all sorts of 
revenue producing services and equip- 
ment in connection with its transit 
facilities, including advertising and re- 


freshment stands, designed to meet pub- 
lic convenience and increase Authority 
revenues. 


Another potent method of keeping the 
transit fares down would be the assign- 
ment to the Authority for operation 
of the major City-owned bridges and 
other transportation-connected activi- 
ties which might be made revenue- 
producing through the collection of tolls. 
The Board of Estimate would be em- 
powered to make such assignments in 


- order to avoid the assessments which 


deficits would entail. 


As thus contemplated, the Trans- 
portation Authority would make every 
effort first to increase efficiency, next to 
increase the use of the transit facilities 
by modernization and to increase secon- 
dary revenues, then to set fares to meet 
current operating costs. Special rates of 
fare designed to increase travel would 
be developed as part of this program. 


Real estate will continue to bear the 
debt service as at present. If an addi- 
tional deficit is incurred for current op- 
erations, this will be financed by the 
City. 


Within the limits to be set by law, 
the Authority would have power to 
modernize and improve any facility or 
system entrusted to it for operation. 


While current maintenance and im- 
provements would be determined upon 
and carried out by the Authority, all 
major extensions would depend upon 
the decision of the City made in accord- 
ance with the ‘‘master plan” and within 
the capital budget and debt programs. 
The Authority would be called upon for 
advice and engineering assistance in 
these matters, but final decision would 
rest with the Mayor, the Board of 
Estimate, and the City Council. While 
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starting with the City of New York, 
which is in itself a metropolitan area, 
the boundaries of Authority action are 
extensible under the plan to any conti- 
guous territory served within the State 
of New York. As soon as an interstate 
compact is negotiated and ratified, the 
boundary might even be extended into 
any state ratifying the compact. Mem- 
bership on the governing board of the 
Authority might be extended to all ter- 
ritory included, counting a city or a 
county as the unit of participation, but 


weighting the vote in proportion to the 
investment involved. 


While the New York Transportation 
Authority would be potentially a region- 
al agency of extended scope, under a 
policy designed to encourage such ex- 
tension through the voluntary action of 
the neighboring local governments, it 
would be in a position to operate on a 
local basis as soon as the act is adopted 
and the three Board members are ap- 
pointed by the Mayor of the City of 
New York. 


CHAPTER VII 


Financial Program 


I. THE CITY’S FINANCIAL PLIGHT 


Finances underlie all other problems 
of City management. Every activity, 
big or little, is limited by finances, and 
the City’s financial picture reflects 
every problem with which the Mayor’s 
Committee on Management Survey 
deals in this Report. Thus a program 
of efficient modern management, which 
is the goal of the Mayor’s Committee, 
draws its force from the financial needs 
of the City and finds its long range 
justification in its effects upon the City’s 
financial program. 


For as things now stand the City’s 
revenue structure will not finance its 
program, despite the increases in tax 
rates, the addition of new taxes, and 
the increases in State aid since the War. 
This situation is in no way due to any 
underlying local economic weakness. In 
fact, the economy of the community and 
the resources available to the City gov- 
ernment to support its debts are stronger 
today than ever before. New York is 
the largest and the wealthiest municipal 
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corporation in the world and one of the 
wealthiest per capita. It possesses a 
diversified and growing economy, not 
unduly sensitive to economic fluctua- 
tions and not unduly dependent on de- 
fense expenditures or other temporary 
or subsidized activities. 


Nor is the City’s financial plight due to 
an excessively high standard of munici- 
pal living. The Finance Project studies, 
directed by Professors Robert M. Haig 
and Carl 8S. Shoup of Columbia Univer- 
sity, have shown that New York’s per 
capita expenditures for most activities 
are not out of line with those of other 
large cities, that municipal services and 
benefits per capita increased little if at 
all between 1940 and 1950, and that the 
City’s expenditures increased less in 
those years on the average than did the 
expenditures of other large American 
cities. 

The difficulty is rather that inflation 
has raised expenses far more than it has | 
increased revenues, and that financial 
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-arrangements—particularly those relat- 
ing to the City’s taxing powers—change 
too slowly to keep up with the inexora- 
ble pace of economic changes. In other 
words, the financial squeeze has resulted 
from factors largely beyond the City’s 
control, although, as we have shown in 
Chapter I, failure to modernize munici- 
pal management has played no small 
part. 


The financial squeeze promises to 
continue indefinitely unless something 
is done about it. Extricating the City 
from this predicament will require vig- 
orous economy measures as well as.a 
new financial program. 


In other chapters of this Report the 
Mayor’s Committee on Management 
Survey has presented the broad outlines 
as well as the specific planks of an 
economy program, together with a 
comprehensive and integrated series of 
organizational and operational improve- 
ments designed to place the City’s ad- 
ministration on a more efficient basis. 
In this chapter the Committee presents 
suggestions for a financial program to 
accompany the management improve- 
ment and economy programs. 


The programs as presented are mu- 
tually interdependent. The Committee’s 
recommendations concerning finances 
are conditioned upon the acceptance of 
our recommendations respecting the 
economy and management improvement 
programs. It would be no service to the 
City or its citizens to ‘‘solve” the City’s 
financial program simply by raising 
taxes. That course of action would be 
more likely to produce waste than more 
and better services and would have ad- 
verse economic effects. 


The Makeshift Financial Program 
of 1952 


In preparing its budget for the fiscal 
year 1952-53, the City was faced with a 
prospective gap between expenditure 
requirements and the yield of the then- 
existing revenue structure of approxi- 
mately $215 million. About $100 million 
of this amount was comprised of transit 
operating deficits—$68 million esti- 
mated for the year 1952-53* and $32 
million accumulated in the years 1950- 
52 inclusive.** 


In the spring of 1952, a makeshift 
fiscal program was adopted by the State 
to enable the City to operate through 
the forthcoming fiscal year. The pros- 
pective gap between income and outgo 
was closed by the following devices: 


(1) Expenditures were rigorously 
pared. The principal budget increases 
allowed were for long overdue salary 
adjustments and deferred mainte- 
nance expenditures, and amounts 
needed to operate newly-completed 
hospitals and schools. Payrolls of 
many agencies were reduced, and al- 
lowances for expansion of programs 
and activities were generally denied. 


(2) Payment of certain obligations 
(including redemption of tax antici- 
pation notes and contributions to 
teachers’ pension funds) normally 
chargeable to 1952-53 were deferred. 


(3) The City was authorized to 
impose a parking charge, a cigarette 
tax, and a tax on racetrack admis- 
sions, and to increase the rate of the 
financial tax from two-fifths to four 
fifths of 1 percent. The City adopted 
all these measures except the parking 
charge and, in addition, imposed an 
auto use tax and a liquor license tax, 





*This estimate was later reduced to $46 
million. 

** This estimate was later reduced to $30 
million. 
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authority for which already existed. 
The estimated yields of the measures 
are as follows (figures in millions) : 


Cigarette taxiwn, 2.5) sagiedtiges $11.5 
Racetrack admissions tax ... 7 
Increased financial tax ..... 4.0 
AULO USE TAX «cca © ea ek 8.0 
Liquor license tax. <2... 5. 3.5 
VA Ce 

Subtract: loss from liberaliza- 
tion of financial tax law... 2.0 


Total increased revenue ..... $25.7 


(4) Revenues were further in- 
creased $41.5 million by bookkeeping 
transfers, whereby in effect two years’ 
collections of the auto use and liquor 
license taxes, and 14 months’ collec- 
tions of the sales tax, will be credited 
to 1952-53. 


(5) The City will utilize for cur- 
rent expenses $6 million of accumu- 
lated payments, in lieu of taxes from 
the City Housing Authority, which 
for several years have been allowed 
to accumulate instead of being spent. 


(6) The City was authorized to 
issue short-term bonds up to a maxi- 
mum of $100.3 million to meet transit 
operating deficits accumulated in the 
fiscal years 1949-50 to 1952-53 inclu- 
sive. The bonds will be paid off in the 
three-year period 1952-53 to 1954-55 
inclusive. Since the interest and re- 
demption of these bonds is met by 
increasing the rate of the real estate 
tax outside the constitutional tax 
limit (the increase could be made 
for no other purpose) the effect of 
this deficit-funding operation is to 
give the City power to impose a spe- 
cial real estate tax to meet the ac- 
cumulated transit deficit, instead of 
drawing on general-purpose funds, 

(7) Fees and charges for licenses 
and permits were increased; latest 
estimates put the amount of the in- 
creases at about $3.7 million. 


The budget effects of these arrange- 
ments are summarized in Table 14. 


TABLE 14 
BUDGET-BALANCING ARRANGEMENTS 
FOR 1952-1953 


(in millions) 


Deferred payments of obligations ................00 $ 12.0 
Fnerecsed 1GKOS © ciisciesssnssessbaciaesractanessenre¥ aosagetoeoasta® 25.7 
Increased revenues from bookkeeping transfers 41.5 
Use of accumulated payments in lieu of taxes.... 6.0 
Increased fees and charges ............ccscssessssereeeeee 3.7 
Relief to general-purpose revenues from funding 

transit operating deficits of 1949-50, 1950-51, 

CD DISD 2: iinciccs hs ccskisceveusenssonnenes Paoenteenennewe 30.0 


Relief to general-purpose revenues from funding 


transit operating deficit of 1952-53 ................ 46.0* 

-Transit operating economies and abolition of 
15-cent combination fare ...........csssccccceessseeees 22.0 
TOR: «cpecvc2icctcarors aoeea oa cee eee $186.9 


*In practice, the 1952-53 transit deficit (and probably 
part of the 1951-52 deficit) otherwise would have been 
financed by budget notes to be paid off in later years. 
However, since they are included in the estimate of the 
gap, arrangements for handling them are shown here. 


The remainder of the $215 million 
gap was made up by cutting expendi- 
tures, by instituting economies amount- 
ing to $10-12 million, and by an increase 
in the year-end general fund balance 
over the amount originally estimated. 


In addition to these adjustments, new 
revenues and bookkeeping transfers, the 
1952 Legislature approved a constitu- 
tional amendment to increase the real 
estate tax rate for general purposes 
from 2 to 21% percent. This would add | 
about $100 million annually to the City’s 
revenue sources. But the amendment 
must be approved by another Legisla- 
ture and ratified by the voters. Even if 
approved by the 1953 Legislature and 
ratified in November, 1953, the new 
source cannot be made available before 
the second half of fiscal 1953-54. For 
this reason, it is not shown in the above 
tabulation, although the authorization 
was the most important financial meas- 
ure adopted during the past year. 


The City’s Future Financial Problem 
The gap between 1953-54 expenditure 
requirements and the yield of the exist- 


FINANCIAL PROGRAM 179 


ing revenue structure promises to be at 
least as large, on the nontransit side, as 
the gap which produced the crisis of 
1952. The 1952-53 nontransit gap, as 
noted above, amounted to about $115 
million. About $50 million of the pros- 
pective 1953-54 gap results from the 
fact that some of the “gimmicks” used 
to balance the 1952-53 budget cannot be 
used again. Increases in expenditure 
requirements bring the gap to an 
amount estimated by the Bureau of the 
Budget at $125-$130 million.* 


There is little prospect that the City’s 
expenditure requirements will decrease 
in the future. On the contrary, they may 
be expected to increase, even with no 
expansion of programs and no inflation 
or deflation. 


Consequently, it is clear that the City 
cannot escape a long series of crises and 
unbalanced expense budgets unless cuts 
in expenditures are made or new sources 
of revenue are provided. 


Effects of Inflation and Deflation—As 
this Report is being written, the signs 
point to increased price stability. How- 
ever, the steel price-wage increase and 
the subsequent wage increases in the 
aluminum, coal, and other industries 
will stimulate still further wage de- 
mands. All these increases may well 
have repercussions on the price struc- 
ture. 


The Federal cash budget, which has 
been kept in balance thus far during 
most of the defense-wage program of 
the past two years has begun to show 
a deficit. The Federal government’s cash 
payments are expected to exceed its 
cash income during the current fiscal 
year, 1952-53, which will add to infla- 
tionary pressures. 





* See p. 217 for a discussion of the Finance 
Project estimate. 


The threat of further inflation greatly 
increases the difficulty of planning a 
financial program. The Finance Project 
estimated that an inflation correspond- 
ing to a 7-percent annual increase in 
the consumer price index (assumed to 
begin in July, 1952) would increase rev- 
enue requirements for nontransit pur- 
poses (over stable-price requirements) 
by $81 million in 1954, $103 million in 
1955, and $154 million in 1956.** The 
degree of inflation assumed in these 
computations is moderately severe but 
not out of the question ; consumer prices 
increased by about 14 percent between 
1946 and 1947, 8 percent between 1947 
and 1948; after two years of stability 
they jumped 8 percent between 1950 
and 1951. But the problem would be 
serious enough even with much less in- 
flation than the assumed 7 percent. 


Equally large, perhaps even larger 
gaps, would result from a sharp defla- 
tion, such as might occur if the defense- 
war program were sharply cut. 


These are alarming prospects but 
they must be faced. The City’s post- 
war financial difficulties, as noted above, 
have stemmed largely from inflation. 
The City cannot plan its financial future 
on the assumption that high employ- 
ment and stable prices will continue in- 
definitely. If the City does not gear its 
financial program to provide for 
periods of economic instability, it may 
have only three alternatives, all unde- 
sirable: (1) to cut needed City services; 
(2) to allow City employees’ compen- 
sation to lag behind living costs, with 
consequent deterioration of morale and 
efficiency such as has characterized the 
City service in recent years; or (3) to 


** The Finance Project estimates refer to a 


slightly different base than the City’s expense 
budget figures; however, they indicate the 
general order of magnitude of the effect of 
inflation. 


180 MODERN MANAGEMENT FOR THE CITY OF NEW YORK 


continue the present makeshift revenue 
programs hastily improvised to meet 
recurring budget crises. Past experi- 
ence indicates that all three of these 
alternatives will be utilized unless plans 
are made beforehand. 


The Transit Deficit—The revenue sug- 
gestions offered in this chapter make no 
provisions for financing a possible defi- 
cit for the Board of Transportation, on 
the assumption that transit will be fi- 
nanced through other means for the 
future, as suggested in Chapter VI. It 
is important, nonetheless, to note as a 
correlative item in the City’s financial 
picture the dimensions of the possible 
transit deficits which may be incurred 
in future years. 


As is indicated in Chapter VI, fi- 
nancing the transit deficit is a major 
problem no matter how it is approached. 
The transit deficit will depend on what 
is done with fares, what happens to 
prices and wages, and the extent to 
which operating costs are held down in 
accordance with the efficiency program 
recommended by the management sur- 
vey Reports. 


According to latest estimates, the 
transit deficit for the year 1952-53, 
making allowance for the elimination 
of the 15-cent combination fare, will be 
$32.4 million, or $45.9 million if all 
contributions to transit workers’ pen- 
sion funds are included. The deficit for 
1951-52 was $26 million, or $36 million 
including all contributions to transit 


pension plans. Under normal conditions 
these transit deficits would be added to 
the regular budget for the following 
year or two. Thus the budgets for 
1953-54 and 1954-55 would carry the 
1952-53 deficit. However, as explained 
above, the recent authorization to issue 
bonds to meet the operating deficits of 
the four fiscal years 1950-1953 have 
made it possible to finance these deficits 
without drawing on general-purpose 
revenues. 


Even if no general wage increases 
are granted to transit workers, and the 
costs of supplies and materials and 
power do not rise, the transit operating 
deficit for 1953-54, excluding debt and 
depreciation, will be at the lowest esti- 
mate $50 million in the absence of a 
fare increase. The Finance Project 
estimates that a moderately severe in- 
flation would increase the transit deficit 
over stable-price levels, by $22 million 
in 1953-54 and $41 million in 1954-55. 

The operating-deficit funding ar- 
rangement, under present legislation, 
can be used only through 1952-53. 
Thereafter, unless other arrangements 
are made, the deficit must again come 
under the general City tax limit and 
compete for funds with schools, hospi- — 
tals, and all other City activities. 


If no changes are made in rates of 
fare, or methods of financing transit 
deficits, the addition of the anticipated 
transit deficits might well bring the 
City’s expenditure-revenue “gap” for 
1958-54 to as much as $180 million. 


Il. NEW REVENUE POSSIBILITIES 


A major contribution of the Finance 
Project of the Mayor’s Committee on 
Management Survey is the comprehen- 
sive studies of the City’s tax system and 
of alternative new revenue sources. 


The results of these studies are sum- 
marized in the 571-page final Report of 
the Project, “The Financial Problem of 
the City of New York,” by Professors 
Haig and Shoup, and in eight separate 
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- supporting reports, prepared under the 
supervision of Dr. Lyle Fitch, as Chief 
of Staff. Those who are specially con- 
cerned with tax matters should refer to 
these documents, as we cannot in this 
Report do more than draw on the major 
findings and recommendations. In that 
material the reader will find that New 
York City governmental costs compare 
favorably with other large American 
cities, including those of New York 
State; that the tax limits imposed on the 
New York City municipal government, 
which also performs the functions of 
five county governments and one school 
district, are far more restrictive than in 
any other city of the State; that New 
York’s local government activities are 
far larger than those of great foreign 
cities like London and Paris; that the 
tax system of the City is less responsive 
to inflation than the tax system of the 
State is, and thus less able to cope with 
rising costs; that New York City in 
1950 spent no more per capita in con- 
stant-value dollars than in 1938 and 
1939; and that the amount of actual 
dollars contributed by real estate taxes 
has risen only 31 percent from 1930 to 
1952, while the total revenues have risen 
128 percent, and revenues from sources 
other than from real estate have risen 
502 percent.* 


A major aspect of this analysis is the 
study of other sources of revenue. This 
includes an analysis of various revenue 
measures and their suitability for New 
York City, and an examination of the 
revenue systems of other large Ameri- 
can cities and of London and Paris. The 
survey of local income and payroll 
taxes and the economic and engineering 
analysis of the problem of transit fares 





* The Finance Project Report figures cover 
only through 1950. The figures for 1952 are 
supplied by the Mayor’s Committee Head- 
quarters Staff. 


are particularly significant contribu- 
tions. 


The State-aid problem is examined in 
detail, and suggestions are offered for 
justifying additional State payments to 
the City of New York to meet specific 
local needs. 


Another Finance Project study an- 
alyzes the questions: “Who really pays 
the various taxes?” and ‘‘How will the 
projected tax burdens affect the com- 
petitive economic status of New York?” 


Future revenue needs are projected 
on the basis of assumptions of several 
possible alternative developments: a 
period of stable prices and high employ- 
ment, a period of inflation, and a period 
of inflation followed by deflation and 
unemployment. One of the most impor- 
tant conclusions from the projection is 
that the City’s finances are extremely 
vulnerable to economic fluctuations. 


Finally, the administration of the 
City’s various revenues and taxes is ex- 
amined, and recommendations are pre- 
sented for administrative improvements. 


How can the City of New York close 
the expenditure-revenue gaps of 1953- 
54 and later years with responsible pro- 
tection against crises arising from in- 
flation or deflation? That is the central 
problem with which the Mayor’s Com- 
mittee on Management Survey deals in 
this chapter. As we see it, there are 
three interreiated lines of required ac- 
tion. They are: 


(1) Adopt the major management 
improvement recommendations  pre- 
sented in this Report. While this will 
initially require an increase of budget 
apppropriations of about $2 million, it 
will lay a firm base for our economy 
and revenue recommendations and for 
vigorous and efficient general City man- 
agement in the future. 
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(2) Adopt the economy program pre- 
sented in this Report and in the recom- 
mendations of the management survey 
engineers and consultants which have 
been endorsed by this Committee. 


(3) Develop a new revenue program 
adequate to meet the City’s needs for 
1953-54 and the following years, with- 
out resorting to makeshift and “one- 
shot” expedients. The program must 
raise $125-$130 million in 1953-54, and 
for each year immediately following, 
according to the Budget Bureau’s pres- 
ent estimate. It must be capable of rea- 
sonable expansion in the event that 
inflation, unemployment, or other con- 
ditions impose a need for additional 
revenues, and of reasonable contraction 
if less revenues are needed. 


The first two of these programs have 
been discussed in Chapters II and III. 
We next consider alternative methods 
of raising additional revenue, the pros 
and cons of the major revenue sources 
available to the City, and the principal 
considerations to be taken into account 
in formulating a revenue program. The 
material is presented under the follow- 
ing headings: 

Criteria for a New York City Tax 

Program 

Charges and Fees 


Service Charges: Licenses and 
Inspections 
Transit Fares and Other Enterprise 
Charges 
College Tuition and Fees 
Parking Charges 
State Aid 
Taxes 


Real Estate 
Special Assessments 
Sales and Gross Business and 
Financial Taxes 
Pari-Mutuel Tax 
Municipal Income Tax 
Tax Stabilization Fund 


Conclusions and Recommendations 


Criteria for a New York City Tax 
Program 


As indicated below, there is some 
room for choice in revising the City’s 
revenue structure. For instance, instead 
of adopting any new taxes, the City 
may simply increase rates of present 
taxes. 


What principles do we have to guide 
us in making such a selection? There 
are generally two lines of approach: 


(1) We tend to regard taxes as 
“good” or “bad”? from the standpoint of 
the particular pressure groups or inter- 
ests we represent as individuals. While 
this is a narrow approach, it is per- 
fectly natural and honest, provided no- 
body fools himself in the process. 


(2) We may be guided by the gen- 
eral criteria which have been developed 
over the years by outstanding authori- 
ties on public finance. These criteria are 
based primarily on past experience in 
many situations and upon economic an- 
alysis. Such criteria have the advantage — 
of being free from special interest bias 
and thus serve as correctives for too 
narow an approach. 


In the following pages we present a 
brief summary of the criteria which we 
think are applicable to the choices we 
now face in selecting new tax revenues 
for New York City. 


Equity— A revenue measure must 
meet the community’s ideas of fairness. 
Ideas of fairness in recent times have 
centered on the criterion of ability to 
pay. This is the principal justification of 
the progressive income tax. But because 
of the heavy Federal progressive taxes 
on high-income groups, it is often 
argued that State and local taxes should 
fall primarily on lower-income groups. 
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This idea is further supported by the 
contention that everyone should pay 


something toward the support of gov- 


ernment. 


But the fact is that nearly everyone 
now contributes heavily to the support 
of government. Several recent studies 
demonstrate this point, although esti- 
mates vary as to the burdens of the 
Federal-State-local tax structure in dif- 
ferent income brackets. A recent study 
estimates that taxes in 1948 took about 
one fifth of the income of families with 
incomes under $4,000.* 


One of the criteria for judging rev- 
enue measures, therefore, is the distri- 
bution of their burdens among different 
income groups. In view of the burden 
already borne by low-income groups, 
there is no support on equity grounds 
for additional taxes resting principally 
on these groups. On the other hand, 
there are many misconceptions about 
the burden of existing taxes. The sales 
tax, for example, has been hotly op- 
posed on the ground that it burdens 
the lower income groups more than 
do alternate measures, for example, the 
real estate tax. 


It is useful to know not only how 


*Eistimates of 1948 tax burdens on various 
income brackets are as follows: 


Income Brackets (thousands of dollars) 
Under1 1-2 Seat) 8-4 4-5 57.5 Over 7.5 


Taxes as Percentages of Income 


(a) 28.6 20.38 21.6 21.8 21.7 23.1 31.7 


(b) 202 17.5 18.8 19.1 19.38 214 365.1 
(a) Assumes that corporation income taxes 

are partly shifted to wage earners and con- 

sumers and partly borne by stockholders. 


(b) Assumes that corporation income taxes 
are not shifted and are borne entirely by 
stockholders. 


Source: Richard A. Musgrave and Associ- 
ates, “Distribution of Tax Payments by Income 
Groups; a Case Study for 1948,” National Tax 
Journal, March, 1951. 


different taxes affect consumers in dif- 
ferent income brackets, but also how 
much of any given tax is borne by the 
residents of the community imposing 
the tax and how much by outsiders. 
Table 15 presents estimates by the 
Finance Project staff of the distribution 
of the burden of the principal revenue 
sources, first, as between residents and 
nonresidents,** and second, as between 
residents (families and single indi- 
viduals) with incomes below and those 
with incomes above $4,000. (Four 
thousand dollars is used as the breaking 
point because the number of families 
and single individuals with incomes be- 
low that figure approximately equals 
the number with higher incomes.) 


This table answers the question: Who 
would pay? For example if the City of 
New York had to have another $50 
million in taxes, how would the burden 
fall? As the table shows, if this burden 
were added to the real estate tax (after 
increasing the constitutional tax limit), 
15.6 percent would be paid by the lower 
income group, 62 percent by the 
upper income group, and 22.3 percent 
by the commuters or would be passed 
on to other governments through tax 
deductions. If instead, the $50 million 
were sought through an increase in the 
sales tax, a different distribution re- 
sults, as shown in the table. 


Table 15 indicates that the Philadel- 
phia-type income tax (tax c) puts a dis- 


** “Nonresidents” include the Federal and 
State governments and private persons and 
firms. The Federal and State governments 
“bear” part of the burden of City taxes if 
these are deducted from Federal and State 
taxable income. A tax is considered to be borne 
by a nonresident individual (or firm): (a) 
when he pays the tax directly, as a sales tax 
on an article purchased in the City and car- 
ried by the purchaser; (b) when he pays 
higher prices as a result of business firms 
shifting City taxes to consumers; or (c) when 
his business income is reduced as a result of 
City taxes. 
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tinctly heavier burden on the lower- 
income group than does any of the other 
measures except a transit fare increase, 
and that an income tax striking all in- 
come (tax b) with exemptions for the 
taxpayer and dependents is the least 
burdensome to this group. There is little 
to choose from among the other taxes. 


The tax most effective in reaching the 
commuter is the personal income tax 
(slightly more of the real estate tax is 
borne by non-residents, but more of this 
tax is shifted to non-resident consumers 
and to the Federal and State govern- 
ments). An increase in the subway fare 
will raise very little from the commuter. 
The retail sales tax is also easy for the 
commuter to escape and would be more 
so if the rate were raised. 


The analysis underlying Table 15 puts 
an end, we hope, to the belief that the 
New York City type of sales tax is 
highly regressive and something to be 
done away with no matter what else 
happens. The present sales tax, with its 
exemptions for food and rent, is little 
more burdensome, if at all, on low- 
income families than the property tax, 
and it is much less burdensome than a 
Philadelphia type income tax. The bur- 
den figures do not afford any ground for 
less dependence on the sales tax and 


more on other taxes now levied. 


The analysis presented by Professors 
Haig and Shoup on this point is an im- 
portant contribution to fiscal realism. 
It must be taken into account in all 
further consideration of the tax sources 
of the City. 


TABLE 15 
DISTRIBUTION OF BURDEN OF VARIOUS REVENUE MEASURES 





Percent of Total Revenue Collected** 





Paid by: 
Measure Residents Non-residents 
Family Family 
Income Income 
to $4,000 over $4,000 
Real: estate stax: increase: 2 jcvivsscccecseecsvcesesssbuterecersesd teen Cekw estes Siscasseense 15.6 62.0 22.3 
SGUOS TAX, INCHO ASE’. seecsescescadics  occcapeccalsoSzececess oucnessipbdecsteveeieoeaec eee cece 16.3 66.9 16.8 
Income tax* 
(a) Proportional rates on total net income, no exceptions............ 14.0 65.7 20.3 
(b) Proportional rates on net income, $500 exemption for tax- 
payer and’ each dependent ernie 8 Se ivccccsisscecendscoasteecteas tee 10.5 69.8 19.6 
(c) Proportional rate on earned income only, no exemptions 
(Philadelphia=ty pe. tax)! o.cicc../cpscteesscseacceente<ancoucttceucesenecescsoeeteees 21.1 58.0 20.8 
(d) Proportional rate on earned income, exemptions of $500 for 
taxpayer. and each dependent .....:...s.scsocacoicsoansdvercsvectenetecereesees 16.0 62.5 21.5 
Transit fare J1ncre@ ase. coi. tcrcese cc hest-lecocevsssaceeticus Beene ear $5.9 40.0 4.0 





* This table presents under (b) and (d) computations 
for income taxes with $500 exemptions, but no personal 
deductions. 


** Details may not add to 100 percent because of. 
rounding. 

Source: ‘The Financial Problem of the City of New 
York,” p. 469. 


FINANCIAL PROGRAM 185 





The gross receipts tax was not in- 
cluded in the above table because of the 
difficulty of making even rough conjec- 
tures as to the burden distribution. But 
four general observations may be made 
concerning it: 


(1) Because the rate of the tax is 
so low, many firms probably do not 
bother to shift it to consumers (even 
if they could). Since the tax is de- 
ductible from taxable income as de- 
fined for Federal and State income 
taxes, a large proportion of the tax, 
not shifted to consumers, probably is 
shifted to these governments.* 


(2) Since the tax is applied to all 
receipts (excepting receipts from 
foreign trade and partially excepting 
receipts from interstate commerce) 
a relatively large proportion of the 
amount that is shifted to consumers 
probably is borne by out-of-town 
consumers. 


(3) Insofar as the tax is shifted to 
consumers, it tends to be much more 
regressive than the retail sales tax, 
since it applies to food and other 
necessities not reached by the retail 
sales tax. 


(4) The gross receipts tax, as 
pointed out later, is particularly sub- 
ject to criticism because of its erratic 
effects upon some types of firms, espe- 
cially upon nonintegrated, low-margin 
firms which compete with out-of- 
town firms. 


A special problem of equity is posed 
by the separation of the workshops and 
bedrooms of many New York City 
workers. Every working day not less 


* Generally speaking, a firm can shift part 
of the gross receipts tax to the Federal and 
State governments by deducting it from tax- 
able income, or can shift the tax to consumers 
by raising prices. But the same tax cannot be 
shifted both to consumers and to the higher 
governments. If a firm collects the gross re- 
ceipts tax from consumers, gross Income rises 
by the amount of the tax collected. The tax 
then is deducted from the increased gross 
income on Federal and State income tax forms, 
leaving net taxable income, and taxes paid to 
the Federal and State governments, the same 
as if no gross receipts tax had been imposed. 


than 360,000 commuters, many in the 
upper income brackets, come from out 
of town to offices, shops, and factories 
in the City to make their living. These 
people, aggregating more than the en- 
tire populations of great cities like 
Rochester, Toledo, Providence, and AI- 
bany, receive police and fire protection, 
health services, the use of the streets, 
water supply, subsidized subway rides, 
and many other City services. In spite 
of this heavy demand on the City for 
protection and service, the commuter 
pays little or nothing for what he gets, 
no residential property tax, little sales 
or gross receipts tax. The cost of all this 
service falls on City residents. This is 
obviously an unmerited gain to the 
commuter and an unfair burden on the 
local resident taxpayer. 


Benefit Taxes and Payments—Munici- 
palities perform many services which 
directly benefit particular individuals. 
Where a price can be charged to the 
benefited persons, or a special tax im- 
posed on them, there is some justifica- 
tion for doing so. A familiar application 
of the principle is the motor fuel tax; 
another is the metered charge for 
water; another is the subway fare; an- 
other is the special assessment for local 
improvements. 

The municipality, however, should 
make sure that its prices or benefit 
taxes are consistent with the purpose 
of the service and do not waste the com- 
munity’s resources or unduly curtail a 
needed service. For instance, public 
education confers direct benefits, but its 
purpose would be largely defeated if it 
were charged for. 

Administrative and Other Costs—Rev- 
enue measures may impose several types 
of indirect costs on the community. 

First, there are administrative and 
compliance costs; some taxes are more 
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expensive to administer and comply 
with, per dollar of revenue collected, 
than are others. Again, a new revenue 
measure, like an income tax, would re- 
quire new and costly administrative 
machinery, whereas additions in the 
real estate or sales taxes can be admin- 
istered with relatively little additional 
expense.* 

Second, a revenue measure may 
waste community resources. For ex- 
ample, if tuition charges for the Colleges 
were established at $500 per student 
per year, a tremendous plant would 
stand partly idle, and the City of the 


future would lose immeasurably through 


the lowered educational equipment of its 
population. A similar situation would 
develop if subway fares were greatly 
increased. In fact, Professor Vickrey 
has computed that the real loss to the 
community by raising the transit fare 
from 10 to 25 cents would amount to 
$26 million a year.** 


A third type of cost to the community 
arises in connection with State grants. 
If the State increases a grant and raises 
taxes (relative to what would otherwise 
be the case) to pay for the increase, 
City residents may pay more in new 
taxes than the City government gets 
back in new grants. The discrepancy is 
particularly great, for instance, between 
the proportion of income taxes paid by 
New York City residents and the pro- 
portion of education grants received by 
the City. This loss of tax payments over 
receipts is comparable to the first two 
types of costs, and it should be evalu- 
ated in considering State grants as a 
revenue source. 


* This is true only up to a point. The greater 
the burden of a tax, the greater will be the 
attempts to evade and avoid it. 

** This point is discussed in “The Revision 
of the Rapid Transit Fare,” Technical Mono- 
graph No. 38, Finance Project, and in Docu- 
ment No. 151, Headquarters Staff, Mayor’s 
Committee on Management Survey. 
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Economic Effects — Different revenue 
measures have different effects on differ- 
ent industries, construction and prop- 
erty values, and population movements. 
Exorbitant real estate taxes may stifle 
construction ; exorbitant sales taxes may 
drive retail trade out of town and may 
check investment by unduly increasing 
the cost of capital equipment; high sub- 
way fares deter travel by potential 
shoppers and recreation seekers, thus 
increasing motor traffic congestion and 


endangering downtown trade and real 


estate values; gross receipts taxes may 
drive certain kinds of business out of 
town and may cause other industries to 
integrate their structures to reduce 
pyramiding; high automobile use taxes 
or parking charges may persuade fami- 
lies with cars to move outside the tax 
jurisdiction; and so on. While these 
arguments are always heard even when 
a moderate tax is levied, moderate rates 
seldom produce the dire economic effects 
predicted. Nonetheless, every tax is a 
burden and has some effect on the econ- 
omy which must be carefully considered. 


It is particularly important to review 
with care those taxes which fall upon 
the nationally competitive businesses — 
domiciled within the City, to make sure 
such concerns are not forced to carry 
taxes which put them at a serious com- 
petitive disadvantage with outside firms. 


Cycle Sensitivity—The yields of gales 
taxes, gross receipts taxes, and income 
taxes fluctuate more in business cycles 
than do property tax receipts and transit 
revenues. Such sensitivity is desirable 
in periods of inflation, of course, but 
highly undesirable in periods of defla- 
tion and unemployment, 


It appears, however, that in the fore- 
Seeable future inflationary forces will 
be stronger than deflationary forces, 
and that the pressure on the Federal 
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Government to check deflation and un- 
employment will be stronger than the 
pressure to check inflation. In the long 
run, therefore, the City may be better 
off with a revenue system which is more 
cyclically sensitive.* A stabilization sys- 
tem, whereby funds could be put aside 
in good times to replace revenue losses 
in bad times, would be a great contribu- 
tion toward solving problems created by 
dependence on cyclically sensitive taxes. 


Intergovernmental Relations— Some 
revenue measures create intergovern- 
mental conflicts or raise problems of 
intergovernmental co-operation. A pro- 
posal for City income tax might create 
many such problems, particularly if it 
were tied to the State income tax. The 
gross receipts tax already creates seri- 
ous problems, and the problems would 
become intolerable if many more local 
governments in New York State adopted 
the tax.** 


Tax Consciousness—Taxes visible to 
the persons paying them are to be pre- 
ferred to hidden taxes because, among 
other things, they create awareness of 
the cost of government, which probably 
makes for better government. Though 


* The Finance Project directors take the 
contrary view, that an insensitive revenue 
system is preferable. See “The Financial 
Problem of the City of New York,” p. 388. 


** Only Monroe County and New York City 
now impose the gross receipts tax. Conflicts 
over allocation of the tax base arise even 
between these two distant localities in con- 
nection with transactions between New York 
City buyers and Monroe County sellers, and 
New York City sellers and Monroe County 
buyers. The State Tax Commission has ruled 
that two-thirds of the tax base (gross re- 
ceipts) shall be allocated to the jurisdiction 
of the seller, and one-third to that of the 
buyer. If all counties imposed the tax, an 
accounting and allocation of every intrastate 
transaction between residents of different 
counties would have to be made either by the 
buyer or seller, or both. Local income and 
sales taxes, if widely used, also would create 
jurisdictional problems, although less serious 
than those of the gross receipts tax. 


everybody recognizes the desirable fea- 
tures of visible direct taxes, they are 
more painful, and for that reason there 
is always a temptation on the part of 
those who must stand for election to 
prefer hidden taxes. However, fiscal 
experts all agree that this temptation 
must be resisted. 


Charges and Fees 


Service Charges: Licenses and Inspec- 
tions — Before considering any new 
taxes, each charge made by the City for 
direct services of value to any individual 
or property should be examined to deter- 
mine whether the service is justified, 
and if so, what the true cost of the 
service is and what a fair charge should 
be. The management surveys of the 
Police and Fire Departments found that 
services worth several million dollars 
annually were given free by these de- 
partments—a practice that cannot be 
defended in times of financial stress. 
Much of the free service has already 
been discontinued through the prompt 
action of the Police and Fire Commis- 
sioners. 


The guiding principle in fixing 
charges should be this: wherever a pri- 
vate business or other activity requires 
special regulation for the stabilization 
of the business or for the protection of 
the public, the costs of such regulation 
and inspection should be borne by the 
regulated interests to the extent that 
this is possible without seriously handi- 
capping the regulatory administration. 
In general, the charge should cover the 
cost and nothing more, except where an 
element of special privilege is involved, 
in which case some charge for that 
privilege is in order. 


Under this rule there must be a con- 
tinuous review of the facts from the 
fiscal as well as the management stand- 
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point. During the inflation and the 
period of financial stringency, as amply 
demonstrated in the management sur- 
vey of inspections and licensing by 
Worden & Risberg, the public interest 
has suffered from inadequate regulation, 
and the City Treasury from inadequate 
charges. The salary adjustments going 
into effect on July 1, 1952, for example, 
immediately increase the legitimate 
charge for many individual licenses and 
inspection fees. 


Action has already been taken by the 
City Council to produce $3.7 million 
more in various charges in 1952-58, 
under specific plans drawn by the Divi- 
sion of Analysis of the Bureau of the 
Budget, and still other measures are 
pending. We recommend that the City 
continually review its various charges 
and make further increases whenever 
justified under the above rule. 


Transit Fares and Other Enterprise 
Charges—The same controlling policy 
should be applied to transit fares: those 
who benefit from the existence of the 
transit system and require its services 
Should pay its costs. The transit fare 
problem has been discussed in Chapter 
VI. 


A similar policy should be applied to 
the City’s other utilities. This will re- 
quire an increase of the Staten Island 
fares to 10 cents for passengers, and by 
10 cents for each vehicle. 


We recommend also an immediate re- 
examination of water finances and water 
charges. The present water rates have 
been unchanged since 1934 and are now 
inadequate to meet rising costs, deferred 
maintenance expenditures, and added 
debt service costs of the new water- 
supply projects. As a result the water 
system ran a deficit of $3.8 million in 
1950-51 and again in 1951-52. It ig esti- 


mated that the present year’s deficit 
will be in the neighborhood of $9 million. 
The City must act promptly to keep the 
water system from becoming a Serious 
drain on general-purpose revenues. 
Two types of action are required. 
First, the City should move to make the 
water system again self-supporting. 
Second, it should proceed simultaneously 
to install universal metering, to link 
water use with water charges, and thus 


_ to discourage waste. 


College Tuition and Fees—New York 
City provides four of the very few top- 
ranking colleges in the United States 
for which tuition is free. All other city 
and state colleges, except some teacher- 
training colleges, charge at least a nom- 
inal tuition. 

This free higher educational system 
of New York City has not been abused. 
The student body is highly selected and 
maintains educational standards second 
to none in the country. Professors who 
have had experience in other leading 
colleges and universities testify to the 
intellectual vigor and drive found in the 
City colleges in spite of many handicaps, 
including crowding, poor equipment, 
and lack of library and other facilities. 

New York City has a right to be 
proud of these colleges, and of their 
contributions to the business, profes- 
sional, and public life of the community, 
as. well as to the careers of their gradu- 
ates. 

Both the directors of the Finance 
Project and the directors of the Educa- 
tion Project have recommended that the 
New York City colleges be “transferred 
to the State University system.” This 
could be accomplished either by trans- 
ferring the colleges directly to the State 
or by setting up the New York City 
colleges as “community colleges” under 
the State program. 
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The present State formula for financ- 
ing community colleges contemplates 
that one-third of operating expenses be 
met by the community, one-third by 
tuition, and one-third by State aid. In 
addition, the State shares equally with 
the community the cost of school plant 
and equipment. 

To meet one-third of college operating 
expenses from tuition would require a 
tuition charge of at least $225 a year 
for full-time day students and a corres- 
ponding charge for evening session, 
adult education, and summer session 
students, allowing for full tuition schol- 
arships to 25 percent of the students. 
While we do not advocate such high 
charges, we point out that a charge of 
$100 per full-time day student per year, 
and corresponding charges for special- 
session students, with an allowance of 
25 percent for scholarships, would raise 
$2.5-$2.7 million a year. 

The Mayor’s Committee on Manage- 
ment Survey, after reviewing this en- 
tire problem, refrains from presenting 
final recommendations on tuition charges 
beyond suggesting that the City colleges 
should be made part of the State Uni- 
versity system, if appropriate arrange- 
ments can be made with the State.* 

However, we record two further ob- 
servations. First, we feel strongly that 
any tuition system which may be intro- 
duced should be so designed that no 
young man or woman who attains a 
rank in the top 10 percent of the high 
school graduating class, or has an 
equivalent educational] potential, shall be 
discouraged from going on for college 


and professional education because of. 


economic handicaps. We think it is 
better to make tuition free for all such 
students, whether they can afford to 
pay or not, so that the system may be 


* See Volume II, Chapters IV and XIII. 


thoroughly democratic. While the City 
colleges need to develop an expanding 
cultural and social life for the students, 
we do not want the country club atmo- 
sphere for which the taxpayers are pay- 
ing in many Western state universities, 
primarily because of the low level of 
intellectual standards for admission and 
the lack of seriousness in a large portion 
of such a student body. 


Second, we feel that strong, co-or- 
dinated, educational leadership and 
business management are now required 
for the colleges. It is evident that the 
size of the colleges must not be allowed 
to increase at the expense of dropping 
standards. Experiments need to be con- 
ducted in starting intellectually pre- 
pared high school students in college 
work earlier than at present, even 
before the completion of the traditional 
high school course. More co-operation 
between the colleges is called for, so 
that small (and expensive) specialized 
classes may be combined and run in one 
place, rather than in two or three. Such 
needs for leadership and co-ordination 
seem to us to call for the establishment 
of unified operation under the guidance 
of a single Chancellor, as we have recom- 
mended.* 

Parking Charges — By authority 
granted by the State Legislature in 1952, 
the City can impose an overnight park- 
ing charge of $5 per month per auto- 
mobile. A similar charge is made by at 
least one other city (Milwaukee charges 
$4 a month). The Police Department 
estimated in the spring of 1952 that at 
least half a million automobiles are 
regularly parked on the streets, hence 
a parking charge of $5 a month would 
yield at least $25 million a year, allow- 
ing for some reduction in the number of 
cars parked. 


* See Volume II, Chapter XIII, Section 4. 
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Extended use of parking meters can 
produce at least $2.5 million more, after 
amortizing the cost of the meters. Hence, 
allowing for administrative costs, the 
combination of meters and overnight 
parking charges should be capable of 
producing $25 million a year. 


The overnight parking charge is jus- 
tified on several grounds: 


(1) Parking on the City streets 
is a valuable privilege for which the 
automobile owner now pays nothing. 
Other users of streets and public 
places, notably the utilities, pay spe- 
cial taxes. Motorists keeping their 
cars in private garages or lots pay 
taxes thereon. 


(2) The parking charge would 
Serve to allocate scarce space more 
efficiently by keeping out those to 
whom the privilege is least valuable. 


(3) The large numbers of parked 
cars impose numerous costs on City 
government and on the community at 
large, doubtless exceeding in the ag- 
gregate the amount of revenue to be 
derived from the parking charge. 
These include additional costs of 
street cleaning, fire hazards, traffic 
congestion, etc. 


(4) Even ignoring the costs men- 
tioned in paragraph 3, there is a sub- 
stantial deficit between the cost to the 
City of accommodating automobile 
traffic and the revenues derived from 
automobile ownership and operation. 
Adequate facilities would cost much 
more than is now being spent. The 
revenues from the overnight parking 
charge, plus those from the proposed 
automobile tax, would reduce, al- 
though not eliminate, the present 
deficit. ; 


(5) To the extent that the parking 
charge would reduce traffic conges- 
tion, the City would gain perhaps 
even to the extent of saving some 
money on traffic control. 
Administering the charge would pose 

a number of difficulties, but none of 
them, in our opinion, are insuperable. 
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There is a much stronger case on 


economic grounds for the parking charge 
than for the automobile-use tax adopted 
in 1952. In any event, we believe that 
the automobile-use tax should be abol- 
ished if the parking charge is adopted. 


State Aid 

New York City in 1952-53 will get 
about $293 million from the State and 
the Federal governments. Most of the 
Federal aid is received through the 


- State, under State controls. 


The various types of aid received in 
the last year for which complete figures 
are available (fiscal 1950-51) are shown 
in Table 16. 


All of the grants are specifically ear- 
marked for special services, except the 
$6.75 per capita general-purpose grant, 


which brought the City $50.2 million in | 


1951. The major part of the education 
grant is based on a formula related to 
the number of children in the school 
system. This has no direct relation to 
what the City spends. The grants for 


welfare are 80 percent of expenditures 


on specified activities. 
Federal and State subsidies for pub. 


lic housing are not included in Table 1674 


as these go directly to the Housing 
Authority and do not clear through the 
City budget. 


New York City taxpayers, of course, 
are also taxpayers of the State of New 
York and of the United States and thus 
help to pay the taxes to finance State 
and Federal aid. In fact, about 60 per- 
cent of the State taxes and probably 
between 10 and 15 percent of all Federal 
taxes are collected from New York City. 
And because of New York City’s higher- 
than-average income and wealth, New 
York taxpayers usually put in more 
under State or Federal aid programs 
than the City takes out. The percentage 
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of the various State grants received by 
New York City in 1951 is shown in 


Table 16. These figures may be com-— 


pared with the percentages of various 
State taxes collected from New York 
City as shown in Table 17. 


The Finance Project directors have 
concluded that in general the formulas 
used for distributing State aid are not 
unfair or unreasonable. They find that 
the disparity between New York tax 
contributions and State-aid receipts of 
New York City is not so much a meas- 
ure of discrimination against the City 
by an Upstate-dominated legislature, as 
a reflection of the greater per capita 
needs for help upstate and New York 
City’s greater taxable capacity.* In any 
case, they caution against attempting to 
meet New York’s present financial needs 


*See “The Financial Problem of the City 
of New York,” Chapter X, for a discussion of 
this subject. 


by a great increase of State aid, because 
this probably could not be effected with- 
out greatly increasing aid to upstate 
localities also, in which case New York 
City taxpayers probably would again 
wind up paying out more in taxes than 
the City would get back in grants. To 
obtain $1 million in new State aid for 
schools under existing school aid form- 
ulas, for example, would cost New York 
City taxpayers about $1.8 million if the 
increase were financed by increasing 
personal income taxes. Such arrange- 
ments are obviously poor bargains for 
the City. Our consultants think it gen- 
erally would be better to obtain the 
needed revenues by local measures 
whereby the cost to the taxpayers and 
the receipts of the City treasury would 
be more nearly equal. 


However, the Finance Project con- 
sultants believe that several types of 
services and benefits, now financed 


TABLE 16 
THE STATE AID BALANCE SHEET FOR NEW YORK CITY, 1951° 


(in millions) 

















Total Amount Percentage 
of Assistance Amount of State Total 
Paid by Received by Received by 
New York State New York City New York City 
VG NCHRAS EO NOON ec oo elt as S08 555 Be acelsa sn sv dba s can Uae eodiasesndu have $142.0 $100.5 71 
FROMMOU ANGE ice cece o0h 6 2a 25nccdseinecnsdanseti cave sein «Mvssdsunassiencivsaiess 72.9 55.1 76 
PACU CSE DNGO ‘acsicsxivcoacodce cd scaccvscoccnstouessssieacsostcesesdiesdhecises 1.9 1.4 74 
ODEO | OSSIAN CO ba5 5 asec adesee hscotcveuedscsietlociocivecdusdwetesveises 31.2 17.2 55 
BAG TO AEpPEndent CHAE: 60.56. .ccscesscovesseceesacseddsosnadeseveess 34.7 25.9 Ts 
MTS MUL des baaces iceat couse sce essiacs cousvseescsdvasvenesatsasccsseatelecessces 1.3 29 69 
NCCE eo secccen is eS ccs ou su cd casnsosasassbastensdasensassbdSadesasas 239.2 86.2 36 
General-purpose grant ............000 Re stciressssaskeMocaetedeatiieeMetetepe 83.9 50.2 60 
ERGCUIMR NE teas hott dacecarecCecdiesesusttiennsevediseakicsveassiecsbeessusstaseigaseceses 20.6 13.7 67 
BUG UNCRY Scat ae oie oes cc ciciieensacdsac vos deiteassectsonadtcudc¥adedoennestesesess 26.1 0 0 
ER aya eck acrraactona suchen gsbvendodssne isos Zonbcnsiasisen se 77 5.0 65 
Ress CUbea LC RCTS NSer iene Sesccsadeuteat auosesteensacnadisdlasbaedostede Wedessses $519.6 $255.5 49 





8 Includes only State assistance paid from State Local Assistance Fund. 


b Includes teacher-training program aid and library aid. 


€ Does not include State expenditures for extension of arterial highways into New York City. 
4 Includes aid for physically handicapped children, local improvement plans, Youth Commission and recreation 


projects, and housing and conservation projects. 
e Figures may not add to totals because of rounding. 


Source: ‘‘The Financial Problem of the City of New York,’ p. 355. 
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largely or entirely by the City, are en- 
titled to additional State support. We 
concur in this opinion and would add 
two more items not specifically consid- 
ered by the Finance Project—aid for 
special educational services and an in- 
crease in certain welfare payments. 


The areas in which increased grants 
are needed to correct existing inequi- 
ties are as follows: 


Street and Traffic Control Costs—The | 


City goes to great expense to provide 
for motor vehicle traffic, but collects 
little of this cost from motorists except 
through the auto use tax.* The Finance 
Project directors believe that motorists 


* The proceeds of the sales tax on motor 
cars, accessories, and fuel, being part of the 
general retail sales (consumption) tax, cannot 
be regarded as a special “benefit” tax on 
motorists. 


TABLE 17 
ESTIMATES OF AMOUNTS AND PERCENTAGES OF MAJOR 
NEW YORK STATE TAXES COLLECTED FROM NEW YORK CITY* 
STATE FISCAL YEAR 1951 


(in millions) 





Tax 


PBESOTIGHE LEONG BCI i occa es eens cuahcoe ds oa aoncsecevensh cance euneiiseee 


Business taxes: 


Ponporation, “Article. 9: sits sieclsccscsatsctteacsssdeatitensdersawmess 
GCOPOOFATION, AELICIO GEA.” soscccecccesscnsecondecsvecvectsccovscsssessenedeos 
Unincorporated Business i.s<i.s.scsscssiveocsescesansesesveevecssetedesseosens 
BRAK HAXOS Fos once scesecnessceensvecovessast-s90ctsdencasansdeseadenssonsaceveaeende 


Consumption taxes: 


Motor Vehicle: registration oi..cccsccsscesec.seveossaccsasccedevebcecesed 
BSE SN oes cc erecnecseweeccoeeCan snes sees ss sdvnaauendivlavebotetecescaceistie 
Alcoholic beverage licOnse .nisc....0<.s00ssessesesssscesetoseseosssansens 
PNCOROlS WOVOEAGO! i592. verses cocatevevecdsscuseevns sanekesdeccdesdsecoossiiacee 
LC] sige die go NRA, | Ut, a 


LE a ay (eX ne Nees Os ERS Cn orate 


Transfer taxes: 


PRES CINICE: CREECH) “GETETEG © Secs on cccschacokesssccécocecosecesasteuhsaleckeossess 
SPEC Na EP EEMTIG TOE oc Cau vsss cox cwaviec ve scsi oseissoevcass sduecacstecisesemeleteotns cose 


Pari-mutuel 


RSPR TNR cee weien eos: ahi saad vase ons bocdadeandadsesscoRnckans 


SOROS HTO ESOS HE SOSH ESOS ESOS SED OS OTS OOT SOHO ODOD OOOO HOOT EH OS ESSE ONES ESOS OSES 


Estimated 
Total New Estimated New Percentage 
York State York City Collected from 
Collections Collections New York City” 
$248 $168 68 
78 47 60 
137 86 63 
16 14 84 
13 11 82 
245 158 64 
81 31 38 
97 30 31 
24 15 61 
53 40 75 
59 34 58 
314 150 48 
32 19 59 
31 22 75 
28 15 53 
fe 56 61 
$898 $533 60 


8 Figures represent estimates of the amounts which 


New York City could collect if it were an independent 
jurisdiction levying identical taxes. 

b Percentages computed before rounding figures. 

¢ State total includes $27.5 million collected for War 
Bonus Account. Amounts include estimates of taxes col- 
lected from out-of-state residents working in New York 
City. It is estimated that 64 percent of the tax is col- 
leced from New York City residents. 


d Includes collections from ins j 
urance re 
Insurance Law, Sees. 552 d 55S. premiums tax, 


© Figures may not add to totals because of rounding: 


t State total incl ‘i 
Wiaetne uae als cs ieee $19.5 million collected for the 


oe jane Financial Problem of the City of New 
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should contribute at least $25 million a 
year, besides what would be gained by 
a parking charge. The benefit principle 
would justify a City motor fuel tax of 3 
eents a gallon, which would produce 
about $25 million. In practice, however, 
this tax would be impracticable for 
several reasons. First, the additional tax, 
added to the present retail sales tax and 
to existing cost differentials, would 
create too large a differential between 
gasoline prices within and without the 
City boundaries and might seriously 
damage the City’s retail gasoline trade. 
Second, the tax would not reach many 
out-of-town motorists who now use the 
City’s streets and add to its traffic 
problem. The most feasible method of 
meeting this problem, which also would 
benefit other cities and villages of the 
State, is for the State to turn over part 
of the revenues from the motor fuel 
tax to help meet the costs of street con- 
struction and maintenance and of traffic 
control. 


The State now makes highway grants 
tc towns and counties for highway con- 
struction and maintenance. It makes no 
grants to cities and villages for streets, 
save aid given for urban extentions of 
arterial highways.* Twenty-eight other 
states, however, now provide some regu- 
lar method of sharing highway user 
taxes with municipalities.** 


We believe, therefore, that the State 
should turn over to the cities and villages 
the equivalent of a 2-cent tax per gallon 


*The State and Federal governments, 
starting in 1944, have defrayed the major 
part of the cost of planning, acquiring land 
for, and constructing urban extensions of arte- 
rial highways. It is estimated that in the 
period September, 1945, to June, 1951, inclu- 
sive, $109 million was spent for these purposes 
in New York City, of which the Federal gov- 
ernment supplied $35 million, the State $58 
million, and the City $16 million. 


** See “The Financial Problem of the City 
of New York,” p. 368. 


on gasoline, to be allocated by a two- 
factor formula giving equal weight to 
motor-vehicle registration and to popu- 
lation. Under this formula New York 
City would receive about $25 million 
annually. The total amount of the grant 
would be about $50 million annually. 
Approximately this amount of State 
highway user tax revenues, on the aver- 
age, has over the past several years Deen 
used for other than highway purposes. 


Special Educational Services—The pat- 
tern of needs of the City for school aid 
has changed drastically since the present 
system of State aid was developed thirty 
years ago, and the system needs review- 
ing in the light of these changed condi- 
tions. There is justification for increased 
aid to the City both for teachers’ sala- 
ries and expenses and for school con- 
struction, particularly in connection 
with the migrations to the City of popu- 
lations from handicapped areas and 
from outside the continental United 
States. Inasmuch as these population 
movements rest on Federal policies, 
Federal aid would seem to be in order to 
help the City carry its special burden. 


In support of this we cite the fact that 
of the 911,000 pupils registered in the 
public schools of New York City in 1952, 
approximately 65,000 pupils presented 
special problems because their families 
had recently moved into the City from 
radically different environments. These 
included some 46,000 children from 
Puerto Rico and the West Indies, and 
19,000 recent immigrants from Europe 
and other foreign areas. On the basis 
of the City’s “normal” class size of 
31.5 pupils, these pupils would require 
2,063 classroom teachers. However, 
these 65,000 pupils of newly arrived 
families require special attention be- 
cause of language handicaps or various 
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maladjustments, particularly since they 
tend to be concentrated in limited areas 
of the City. Smaller classes and special 
teachers are required. 


On the basis of 24 pupils per teacher 
there is need for 2,708 teachers, or 645 
more than the “normal” requirement. 
At an average salary of $5,478, these 
extra teachers cost the City $3.5 million 
per school year, with an additional 
$.5 million for supervision and clerical 


work for the extra classrooms. It is 


only reasonable to request the State to 
bear this added educational expendi- 
ture, providing $4 million additional 
in State aid. Federal aid for this pur- 
pose is also justified, because the cost of 
a mass population movement, such as 
that now going on from Puerto Rico 
into New York City, is primarily a na- 
tional problem. 


Other special educational services 
rendered by the City’s public schools 
include psychiatric services, vocational 
guidance and transportation of pupils 
to relieve overcrowding in certain 
schools. These might justify an addi- 
tional $1 million of State aid. 


We believe that the time has come 
for a general re-examination of the pro- 
cedures for allocating State school aid. 
The present system appears to have 
broken down, in part because of the 
tendency to favor the rural areas by 
failing to keep real estate assessment 
equalization ratios up to date. This is 
in spite of the marked economic recov- 
ery which the rural areas have made 
since the State-aid formula was devised 
many years ago. 


Higher Education—The State now sup- 
ports a program Upstate under which 
local public colleges are part of the 
State University. Under the aid formula 
the State pays one-third of community 


college operating expenses and one-ha 
the costs of plant and equipment. New 
York City taxpayers now pay all the 
costs of their own colleges and 60 per- 
cent of the State subsidy to locall 
colleges upstate. This inequity should! 
be corrected. The State should accept: 
some responsibility for the support of’ 
post-secondary education in New York: 
City, as it does for the communities in 
the rest of the State. The exact share of 
the current operational budget of the 
City’s colleges to be borne by the State 
should be determined by a Joint Com- 
mittee of the Board of Higher Educa- 
tion and the Trustees of the State Uni- 
versity. It has been estimated that such 
additional State aid for the undergradu- 
ate program of the colleges would be a 
minimum of $6 million a year and a 
maximum of $15 million. 


Health and Welfare Grants—We recog- 
nize that there are different methods for 
dealing with different cases of welfare 
assistance. Most individuals can best be 
assisted in their homes, but many do 
not have homes in the conventional 
Sense and must rely on assistance of an 
institutional nature, or in private homes 
other than their own. The State has 
denied such assistance, although in so 
doing it has placed the financial burden 
on the City, which in administering a 
welfare program must choose those 


methods which best fit the cases be- 
fore it. 


We recognize that the problem of 
institutionalization in New York City 
is a difficult one for the State in drawing 
its administrative lines, but we feel that 
the State should base its definitions of 
eligibility (under its present system) 
on the need and resources of the welfare 
recipient and on his possible rehabilita- 
tion, not on the instrumentalities 
through which he is given public assis- 
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tance. When “institutionalization” is 
made the basis of determining State re- 
imbursement, a line is drawn which 
rules out many of the cases confronting 
the City of New York. 


We believe that State grants for 
health and welfare are in need of review 
so that there will be no discrimination 
against the City, particularly in the 
following categories: 


(a) Tuberculosis patients. The 
ceiling imposed by the State on reim- 
bursement for hospitalization of 
tuberculosis patients should be re- 
moved. The State reimburses the City 
for 50 percent of such hospital costs, 
but the ceiling on these payments is 
set at $2.50 per patient-day. Since 
hospital costs for tuberculosis patients 
average about $10.00 per patient-day, 
reimbursement is 25 percent rather 
than 50 percent of costs. Removing 
the ceiling would have produced about 
$6 million for the City in 1952. 


(b) Hospitalized home relief cases. 
State procedures should be modified 
to permit State reimbursement for 80 
percent of City expenditures on hos- 
pitalized home relief cases. At pres- 
ent the City is reimbursed for 80 per- 
cent of its expenditures on home 
relief, but when a recipient is hos- 
pitalized, all State reimbursements 
are stopped. If home relief hospitali- 
zation costs were reimbursed in the 
same manner as other welfare cate- 
gories, the City would have received 
about $2 million additional revenue 
in 1952. 


(c) Home infirmary cases. The 
State should participate in the grant 
program for public home infirmary 
cases. The City receives Federal aid, 
but no State aid, for those cases who 
are established as eligible for Federal 
categories of welfare assistance. State 
participation in this program would 
have produced an additional $1 million 
in revenue for the City in 1952. 


(d) Day care for children. There 
are now 79 City-supported day care 


centers operated by various agencies 
under the auspices of the Division of 
Day Care in the Welfare Department. 
For a time these were supported 
under the Youth Board program. 
They are now carried entirely by the 
City, without State support, to permit 
the parent to work and thus keep the 
size of the relief roll down. Approxi- 
mately 5000 children are now cov- 
ered. By not working within the rigid 
categories of welfare assistance, in 
this case by providing a form of aid 
more acceptable to those who receive 
it, the City is forced to pay the entire 
bill. State participation at 80 per- 
cent in this program would have pro- 
duced about $3 million in 1952. 


(e) Foster care for children. This 
program provides facilities to supple- 
ment the services of private child- 
caring agencies for children who can- 
not be provided for in their own 
homes. This program is closely allied 
with other welfare categories, and by 
not participating in its support the 
State puts on the City the full burden 
of providing assistance to needy cases. 
In 1952 the City would have received 
about $15 million if the State had 
reimbursed the City for 80 percent 
of its expenditures. 


(f) Shelter care. The State Depart- 
ment of Social Welfare approved 
some reimbursement for this activity, 
concerned primarily with rehabilita- 
tion and assistance to the homeless 
indigent. In 1951 the City opened a 
new shelter on Hart Island, and the 
State reviewed this grant. On the 
basis of an opinion from the Attorney 
General this assistance was adjudged 
to be institutional care and reimburse- 
ment was withdrawn. If the State had 
participated in this program, the City 
would have received over $1 million 
in 1952. 


In summary, our program for new 
types of State aid calls for increases 
totaling $64 million if and when the 
recommendations are fully acepted. We 
recognize that putting through the pro- 
gram may require several years. 
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Taxes 


Real Estate Tax—It is important for 
all the City’s residents, including real 
estate owners, to understand the drastic 
change in the role of the real estate tax 
over the past generation. The nature of 
the change may be seen from these 
facts: 


(1) The tax dollar contribution of 
real estate, during a period of great 
expansion of City services, was virtually 
the same in 1948 as in 1934, with only 
a slight rise since. In constant-value 
(1949-50) dollars, real estate tax reve- 
nues were $672 million in 1932 and only 
$027 million in 1950, a decline of 22 
percent. In constant-value dollars per 
capita, the decline was 30 percent, so 
that the average City resident in 1950 


sacrificed 30 percent less purchasing 
power in paying his property tax than 
he did 20 years earlier. This is shown 
by the following table of real estate 
tax ylelds over the past three decades, 
in actual- and constant-value dollars, 
and by Chart I. 


(2) As shown by Chart II, real 
estate in New York City failed to par- 
ticipate in the general price increases 
since 1940 to any marked degree. This 
is especially true of Manhattan, where 
land values even today are less than 
they were in 1982. It appears that the 
reduction of real estate net earnings not 
only has wiped out speculative land val- 
ues, at least in the older sections of the 
City, but has reduced basic land values 
as well. 


TABLE 18 
YIELDS OF NEW YORK CITY REAL ESTATE TAX* 
SELECTED YEARS, 1922-1950 





Total Yields (Millions) 


Constant Value 


Per Person Yields 


Constant Value 


Current Current 

Value (1949-50 = 100) Value (1949-50 = 100) 

Dollars (a) (b) Dollars (a) (b) 
G2 Page He Reeetk Ress os Ieds $289 $407 $419 $ 49 $ 69 $ 71 
OE eR EOE ae RES roe 286 397 447 47 65 73 
ee Ce eee ica de sss cakecetaiexaesesases 336 448 501 52 70 78 
| OPAC EEE RE UE 8 ee SO 409 553 576 61 83 86 
LISS) CEM MeN Seer Se ee RRR 480 667 667 69 96 96 
La ge oe Rae ene ee Se ae 457 749 672 65 106 96 
1 SEY, SMP, Sean) Be Aan a 497 842 787 70 118 111 
WISO: Telilessi aii itinesbiaeeses 478 797 735 66 110 102 
USE ose Ss a Meet rr 483 805 755 66 110 103 
SA eee Secs cased <itecaee’ 489 802 764 66 108 102 
| AE es OA ee Pee Ee omen 468 709 669 63 96 91 
WGAA. Eeretsticsettess PEPE AEA ae 489 652 661 70 94 95 
BY FOR een sea tetalccesecs eee 446 558 572 62 78 80 
EP toil Mag ece tees fg isosc tocaceiecensie 496 501 517 65 65 67 
Li 2a dale NP cee Nene ne eR 527 527 527 67 67 67 


_ * Ineludes assessments collected with taxes, and col- 
lection of arrears and interest and penalties. For the 
years 1922-1929, the amount of the City-collected State 
tax levy is excluded. In the figures before 1935, collec- 
tions of the tax on personal property are included. 

(a) Allowing only for changes in the Consumer Price 
Index for New York City. 


(b) Allowing only for changes in costs of New York 
City government. 


Sources: Tax yields, U. S. Bureau of the Census; 
Consumer Price Index for New York City, Bureau of 
Labor Statistics, U. S. Department of Labor; index of 
cost of New York City government, Finance Project staff. 
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(8) These changes have taken place 
while most other forms of income and 
wealth have been growing by leaps and 
bounds, so that real estate as such has 
become a much less important part of 
the City’s economy. This is also true of 
the national economy, as shown in the 
U. S. Department of Commerce studies 
of national income by distributive 
shares. Rental income of persons was 
6.8 percent of total personal income in 
1929, 5.1 percent in 1932, 4.7 percent 
in 1939, and only 2.9 percent in 1951.* 


(4) Real estate ownership in New 
York City is highly concentrated in a 
relatively few hands. Of the 2.5 million 
dwelling units in the City, only one- 
fourth are occupied by the owners.** 
This being the case, the residential] real 
estate tax in New York is largely an 
indirect tax as far as tenants are con- 
cerned, passed along in rents or in re- 
duced services and maintenance. 


(5) The average real estate tax rate 
has been pushed up very sharply, be- 
ginning in 1950, and measures have 
been initiated which will carry the 
rate well up toward 4 percent of full 
value. The tax rate has risen 40 points 
in less than 5 years. The average actual 
rate in fiscal 1953 is approximately 3.41 
percent ($34.10 per $1,000 assessed 
valuation).*** The rate in 1952 was 
3.27, 2.98 in 1950, 2.96 in 1940, and 
2.68 in 1930. 

The increase from 1952 to 1953 is 
accounted for largely by the special levy 


* Survey of Current Business, July, 1952, 
pp. 12-15. 


** While the number of so-called “coopera- 
tive” apartments has risen during the recent 
housing shortage, this represents the increased 
popularity of a peculiar financing technique 
rather than a reversal of the long-time trend 
away from home ownership. 

*** The rate cited is the average of the Bor- 
ough rates, weighted by the assessed values 
of taxable real estate in the respective Bor- 
oughs. 


to pay off bonds issued to finance the ac- 
cumulated transit operating deficit.**** 
Payments for this purpose will continue 
in fiscal 1954 and 1955, and other debt 
service charges will continue rising. 
There will be some slack after 1955, 
when the last of the bonds issued to 
finance the 1950-53 transit deficits are 
paid off, but most or all of the amount 
so released probably will be required 
for other debt service. 


Long-term debt service charges, fi- 
nanced by the real estate tax outside the 
constitutional limit, have risen sharply 
in the last decade and debt service levies 
have risen correspondingly. Debt serv- 
ice charges were $135 million in 1941 
and $211 million in 1952, an increase of 
56 percent. The debt service levy (out- 
side the constitutional tax limit) was .81 
percent in 1941 and 1.15 in 1952, an 
increase of 34 points.***** 


The amount of the 1952 capital budget, 
as finally adopted, is $472 million, and 
the capital program proposed for later 
years comes to $1,623 million. In addi- 
tion there is the assessable improve- — 
ments program of $225 million. Thus 
the total contemplated program to be fi- - 
nanced by debt is $2,318. This amount 
is more than two-thirds of the gross 
debt outstanding as of June 30, 1952. 


Even allowing for the facts that some 
debt now outstanding will mature and 
debt service charges on some of the 


stats As noted previously, this method of 
handling the deficit in effect imposes a special 
tax on real estate, outside the constitutional 
tax limit, for transit operating expenses. 


***** This increase is less significant than it 
appears, however, because real estate was 
considerably overassessed in 1941 and is now 
considerably underassessed. 

The average ratio of assessments to sales 
prices was about 1.19 in 1941 and 83 in 1951. 
Relative to full value, a debt service charge 
of .81 percent on property assessed at 119 
percent of full value is approximately equal 


to a levy of 1.16 percent on prope t 
at 83 percent of full] vale perty assessed 
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newly-issued debt will be carried by 
revenues of revenue-producing projects, 
much of the increased charges as things 
now stand will be met by increasing the 
real estate tax outside the tax limit. 
Part of the assessable improvements 
debt will be met by so-called City-wide 
and Borough-wide assessments (some 
part will be met by local-area assess- 
ments) but these must be considered 
part of the property tax. Further large 
increases in debt service charges are 
obviously in prospect. 


These factors alone will almost cer- 
tainly push the average rate to at least 
3.5 percent in the near future. Ratifica- 
tion of the pending constitutional 
amendment, increasing the constitu- 
tional tax limit from 2 to 2.5 percent, 
and full use of the additional taxing 
power would push the rate to at least 
4 percent. 


This sudden rise of the rate deserves 
the most careful watching, in view of 
experience elsewhere. It is of course 
impossible to specify a critical level of 
real estate tax rates, going beyond 
which would lead to rack and ruin. But 
the sharp rise of the rate in recent years 
and a survey of the rates imposed by 
other cities suggest that New York City 
probably cannot safely go beyond a rate 
of 4 percent of full value in the near 
future.* 


In 1951, rates exceeding 4 percent of 
full value (including county, school 
district, and other levies) were reported 
in only 18 cities with more than 50,000 
population, of 172 furnishing informa- 
tion.** Nine of these are in New York 


* This is approximately the upper limit 
recommended by the Finance Project directors. 
See “The Financial Problem of the City of 
New York,” p. 517. 

** Citizens Research Bureau of Michigan, 
“Tax Rates of American Cities,” National 
Municipal Review, January, 1952, pp. 18-37. 


State, three in New Jersey, four in 
Massachusetts, one in Minnesota, and 
one in Florida. The cities, in order of 
size, are as follows: | 


TABLE 19 
FULL VALUE TAX RATES OF 18 CITIES 


Estimated Reported Ratios 

Rate on of Assessments 

City Full Value* —_to Full Values* 
BOSHON). Geesesenssecstoatece euasetumeene 6.28 100 
Buflalo: s.cscsscscsscpeecsacoutootetss 4.14 95 
INGWGRK: 1.0 ..ccsccesecsssanteracessse 4.15 — 
Rochester, N.Y. ..ccccossssssees 4.36 96 
Jersey Clty ccscesieccsstscensoessve 4.40 60 
DATQIN I: cocxsicxcsttesccocrtateuessorse 5.34 100 
Paterson; No Se -cecnccsecceees 5:30 100 
PIBDGAY® ccrecsccsissscsecavasconsscers 4.14 93 
Cambridge ccccschaccssssesscoeese 4,29 100 
Elizabeth; (Ne 3s icssssssoseusc 6.19 100 
Dull ie. scedes.casseventnrace eeseiets 5.36 35 
WCC « Jctvcaxnaccuvensetiieerecssinetes 5.24 100 
LyWiny. MGSS>...s.scecsscccsecevecres 4.26 75 
Lowell, Mass. ccccessdscscechesses 5.58 100 
Binghamton, N. Y. ......00. 4.57 100 
Troy INigWe: cece. tre sceeeeees 5.74 89 
Mount Vernon............ avagianee 4.32 100 
New Rochelle ..........cccceees 4.43 100 


* The estimated full-value rates in many of 


the cities probably are somewhat too high 
because of unduly high reported ratios of 

assessments to full values. This is generally — 
true of the New York State cities. The high 
rates imposed in upstate New York cities is 
due also to the fact that these cities do not 
rely heavily on nonproperty taxes. 


Boston’s rate for many years has been 
by far the highest of any of the major 
cities. The rate level is reported to have 
caused grave economic deterioration; 
new construction in the area has virtu- 
ally ceased and rents are extremely high. 


The Mayor’s Committee concludes 
that, in view of the sharp rise since 
1950, real estate cannot safely be asked 
in the near future to pay more than the 
4 percent we are now approaching, 
regardless of what additional levies 
might become legal. If this limit results 
in a further decline of the tota] share of 
the budget to be borne by real estate, 
we must accept that decline. Rea] estate 
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is no longer a rapidly growing segment 
of the local or national economy. And in 
New York City the real estate tax has 
ceased to be an important ‘direct tax” 
characterized by high voter sensitivity. 


Increasing Assessments—The Finance 
Project staff estimated that the annual 
real estate tax yield could be increased 
by $32 million over a five-year period 
($40 million with a constitutional tax 
limit of 214 percent). But the full effect 
of the increase can be realized within 
five years only if it is made all at once.* 
If the increase is made gradually, it will 
take longer to realize the full effect. 


The same revenue effect could be ob- 
tained if the State Equalization Board 
would reduce the equalization ratio to 
a more realistic figure (from 97 to 
around 88). This would increase the 
base on which the constitutional tax 
limit is computed.** But while the ex- 


* At least five years is required, because the 
constitutional tax limit is based on a five-year 
moving average of assessments. 


“Equalization” is the administrative process 
by which assessed values are adjusted so that 
they may be compared fairly as between tax 
districts which are assessed at differing ratios 
of true value. 

The local tax assessors in the different tax 
jurisdictions work independently of each other, 
and tend to use different scales of ‘“‘full value.” 
Some put houses and lots on the assessment 
rolls at very close to full market value, 
others use a much lower basis of appraisal. 
The State Board of Equalization examines 
thousands of samples, and determines for each 
tax jurisdiction what percentage of full value 
is in fact being used by the assessors. This 
is the “equalization rate” for each district. 
The local assessed values as modified by this 
official rate are then used for apportioning 
certain State-aid, for computing local Consti- 
tutional tax and debt limits so as to get equal 
enforcement of these limits throughout the 
State, and for applying the local tax rate to 
special franchises as assessed by the State. 


** The amount of taxes which can be levied 
in any year for purposes other than debt 
service is the constitutional rate (now 2 per- 
cent) times the average assessment of the 
eurrent year and the preceding four years, 
converted to “full value” by the State equali- 
zation ratio. If the equalization ratio is low- 
ered, the “estimated full value” rises. 


pedient would have the same effect on 
the over-all yield as raising all assess- 
ments to full value,*** the effect on 
individual properties would be quite 
different. If the increase is brought 
about by lowering the equalization 
ratio, and if the aggregate property tax 
rate is close to 4 percent, properties 
which in fact are assessed at close to 
full value will pay more than 4 percent, 
while underassessed properties will pay 
less. Generally, commercial and indus- 
trial properties and apartment build- 
ings are now assessed close to full 
value, while one- and two-family houses 
are greatly underassessed. The device 
of simply lowering the equalization 
ratio is therefore not to be recom- 
mended. If the City desires to give extra- 
legal “homestead exemptions” to one- 
and two-family houses, it should not tax 
other properties at a figure deemed to 
exceed the economic limit.**** 


Special Assessments—New York City 
in the past has made extensive use of 
true special assessments to meet the 
costs of improvements which confer a 
measurable local benefit upon designated 
parcels of land.***** Through this 
device, part of the unearned value in- 
crements resulting from the construc- 
tion of streets, sewers, parks, and other 
improvements has been collected from 
directly benefited landowners and used 
to help finance the improvements. 


*** Assuming that in the latter case the 
State simultaneously would raise the equaliza- 
tion ratio to 100 percent. 


**** See “The Financial Problem of the City 
of New York,” Chapter V, for a full discussion 
of this question. 


***** The term “special assessment” properly 
applies to a levy laid directly upon an owner 
of land directly benefited by an improvement, 
as opposed to levies upon all properties in a 
large area, such as a Borough or the whole 
City. 
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The revenue from this source has 
shrunk in the past twenty-five years, 
from $23.0 million in 1927 and 1930 
to $3.7 in 1950. The decline has been due 
partly to the cessation of building and 
development during the depression and 
war years, partly to changes in the na- 
ture of public improvements, and partly 
to a modification in the 1930’s of the 
policy of assessing directly benefited 


property owners. Special assessment | 


revenues should increase over the next 
few years, however, because of levies 
for new sewers and other developments 
recently constructed. 


The Finance Project directors have 
urged greater use of the special-assess- 
ment device to put more of the cost of 
local improvements on specially bene- 
fited property owners generally. They 
point out that under the present Charter 
provision* only the cost of the original 
improvement is assessed against spe- 
cially benefited property, and that costs 
of repaving or reconstruction are car- 
ried by the City.** They recommend 
that the Charter be amended to permit 
special assessments for street repaving, 
sewer reconstruction, and rebuilding of 
other improvements, the original con- 
struction of which is assessable. 


The Mayor’s Committee concurs in 
this recommendation, although we rec- 
ognize that new formulas and _ tech- 
niques will be required to carry out this 
suggestion fairly and equitably. 


Sales and Gross Business Taxes—The 
three main objections ordinarily raised 
against the sales tax are: (1) it is more 
burdensome on lower income groups 


* Section 291. 


** Tf the repaving or reconstruction provides 
additional standards of service, the cost of 
enlarging the original improvement may be 
assessed wholly or partially against specially 
benefited properties. 


than alternative revenue measures, in- 
cluding the real estate tax; (2) it dries 
up consumer purchasing power; (3) it 
diverts purchases from taxed to untaxed 
items and drives business out of town. 


The first objection is more applicable 
to sales taxes without exemptions, and 
particularly to turnover taxes like the 
gross receipts tax, than it is to the New 
York City retail sales tax, which ex- 
empts food, rentals, and various other 
items. As Table 15 shows, of the prin- 
cipal alternatives only an income tax 
applying to all income, with exemptions 
for taxpayers and their dependents, is 
markedly less burdensome on lower in- 
come groups than is the sales tax. 


Respecting the second objection, most 
taxes decrease consumer purchasing 
power; they would fail of one of their 
purposes if they did not. But the data 
on Table 15 indicate that the sales tax 
cuts consumer purchases no more, per 
dollar of revenue collected, than does 
the property tax. In fact, only a highly 
progressive income tax would clearly 
decrease consumer purchases less than 
does the sales tax, per dollar of revenue, 
but that alternative is scarcely feasible 
as a City measure because of the steeply 
progressive rates now imposed by the 
Federal and State governments. 


In respect to the third objection, the 
sales tax doubtless tends to divert pur- 
chases from taxed to untaxed items be- 
cause the former are made relatively 
more expensive. Also, it doubtless drives 
some business out of town. There is no 
information on how much more busi- 
ness would leave town if the rate of the 
tax were raised by another 1 or 2 per- 
cent, or how much business would come 
back if the rate were lowered 1 or. 2 
percent. No state or local] jurisdiction 
in the United States now imposes a rate 
higher than 3 percent; combined state 
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and local rates in numerous California 
communities exceed 3 percent, but in 
no case is the differential between two 
adjoining jurisdictions higher than this 
figure. The Finance Project directors 
express the opinion that a rate of 4 or 
even 5 percent woud not cause New 
York City to become an economic desert. 
In the last analysis, the decision to in- 
crease the sales tax rate still more must 
rest upon the point of whether further 
increases are likely to be any more 
harmful than the alternatives, such as 
increasing the real estate tax rate above 
4 percent. 


In many respects the gross business 
and financial (gross receipts) tax is the 
worst tax in the City’s fiscal structure. 
First, it is highly discriminatory, strik- 
ing the high-turnover low-profit-margin 
firms much harder than low-turnover 
high-profit-margin firms. Wherever the 
rate has been pushed above very low 
levels, as in West Virginia and some 
other states, it has been necessary to 
introduce different rates for different 
types of businesses. The New York tax 
distinguishes between financial and 
other types of businesses, but if the rate 
were increased much more, further 
classification would be necessary to 
avoid gross discrimination. But this 
would greatly complicate administra- 
tion. 


Second, since the tax is imposed at 
every level it tends to be pyramided. 
Thus it discriminates in favor of the big 
vertically integrated concerns, where 
various stages of production and distri- 
bution are handled by the same firm, as 
against the more competitive, uninte- 
grated, and generally smaller systems. 
And it imposes competitive disadvan- 
tages upon New York City manufac- 
turers selling in their home markets; 
products manufactured and sold in New 


York City are taxed at every stage from 
manufacturer to consumer, whereas 
products manufactured in areas not im- 
posing the tax, then imported by New 
York City retailers, are taxed only once. 
These effects are not serious so long as 


the rate is only nominal, but they will 
become serious if the rate is pushed 


much higher. 


Third, the tax doubtless is highly re- 
gressive to the extent that it is shifted, 
since it rests upon food and other neces- 
sities now exempted by the retail sales 
tax. 


Pari-Mutuel Tax—The State in 1951 
took away from the City the 5-percent 
tax on pari-mutuel betting, which had 
been yielding about $12 million a year. 
Under the present arrangement the rate 
of the tax decreases by 1 percent per 
year, beginning January, 1952, until it 
disappears in 1956. 

The reason given for the Legisla- 
ture’s action is that the tax was driving 
betting out of the State, this belief be- 
ing based on the fact that betting de- 
clined after 1946. But the report of the 
State Racing Commission for 1950 notes 
that legal betting revived in 1950, appar- 
ently as a result of tighter enforcement 
of the antigambling laws and because of 
rising incomes. It appears, therefore, 
that the decline in legal betting was due 
chiefly to the increase in illegal off-track 
betting, and to other factors, rather 
than to a flight of gambling out of the 
State. 


Some have argued that the pari- 
mutuel tax is unduly hard on the lower- 


income groups. We find it difficult to see 


why it is any more burdensome than the 
taxes on other heavily taxed items widely 
consumed by lower-income groups— 
cigarettes and alcoholic beverages, for 
instance. The revenue involved is by no 
means negligible, being as large, for 
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example, as the combined yield of the 
recently imposed automobile use tax and 
the liquor license charge. 


We urge the repeal of the repealer 
and the return to the City of its prior 
right to receive the tax on pari-mutuel 
betting. This change would ultimately 
net the City from $12 to $15 million 
annually, the immediate effect depend- 
ing on when the law is changed. 


Municipal Income Tax—The income tax — 


is the only major revenue source yet 
untapped by New York City. Compared 
to other alternatives, it has several im- 
portant advantages: 


(1) Very substantial revenue can 
be collected even with a low tax rate 
because the tax base in New York 
City, that is, the personal income pay- 
ments, is close to $20 billion. The 
income tax base is thus about the 
same as the real estate tax base. 
Moreover, the income tax base can be 
expected to increase much more rap- 
idly in the future than real estate 
values.* 


(2) The income tax would add 
little or nothing to business costs and 
thus would avoid putting New York 
City business firms at a competitive 
disadvantage. 


(3) An income tax could reach 
out-of-town commuters who earn in- 
come in the City. At present, com- 
muters pay no real estate taxes (to 
the City) on their residences, few 
sales taxes, and virtually none of the 
other City taxes. They enjoy subsi- 
dized transportation on the City’s 
transit lines and many other City 
services. They contribute little to 
State grants to the City, since the 
City on net balance helps subsidize 
the rest of the State. A City income 
tax is the most feasible method of 
requiring commuters to contribute 
something toward the cost of City 


* New York State income payments rose 
by 139 percent between 1940 and 1950, whereas 
real estate assessments in New York City rose 
12 percent between 1940 and 1952. 
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services and benefits which they 
enjoy. 


(4) The income tax is a good de- 


vice for making citizens conscious of 
the cost of government. Rightly used, 
it would serve the purpose which the 
property tax serves in smaller com- 
munities: fluctuations of the rate 
would be a barometer of increasing 
or decreasing government costs (the 
real estate tax rate does not perform 
this function very well in New York 
City because of the high proportion 
of renters). 


And a municipal income tax has sev- 
eral disadvantages: 


(1) A municipal income tax in 
New York City would be a third layer 
on top of the Federal and State in- 
come taxes. It would be difficult to get 
the tax accepted; its use by the City 
would give fresh ammunition to those 
who oppose income taxes generally. 


(2) New York City is a “manage- 
ment town.” A personal income tax, 
falling especially on those who earn 
a living within the City limits, would 
tend to accelerate the movement out 
of the City of the management offices 


of concerns, large and small, which 


could thus exempt their managers 
and employees of the special tax. 


(83) To enforce the tax, a com- 


pletely new major administrative or- 
ganization would have to be set up at 
at considerable expense. Increasing 
the rates of the real estate or sales 
taxes, on the other hand, adds rela- 
tively little to administrative costs. 
The City already has difficulty re- 
cruiting and holding enough compe- 
tent excise and real estate tax admin- 
istrators; a major new tax would 
Increase the problem. 


_ (4) The income tax is more sensi- 
tive to changes in business activity 
and income than are the property tax 
or transit revenues, and it is slightly, 
if any, more sensitive than the sales 
tax. Sensitivity is advantageous dur- 
ing inflationary periods, but it would 
put the City at a great disadvantage 
during periods of recession. 
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Use by other localities. Local income 
taxes are imposed by nearly two hun- 
dred Pennsylvania localities, several 
Ohio cities, and several cities elsewhere. 
Neither Pennsylvania nor Ohio imposes 
a state income tax; use of the income 
tax is still confined to two levels of 
government in those states. Louisville, 
Kentucky, imposes an income tax of 
sorts, and St. Louis, Missouri, imposed 
an income tax in 1949 and recently has 
been granted permission by the State 
legislature to impose it again. The 
States of Kentucky and Missouri both 
levy income taxes. 


The local taxes uSed in Pennsylvania 
and Ohio are chiefly payroll taxes, be- 
ing confined to wages and salaries, pro- 
fessional income, and profits of unin- 
corporated firms. Because they exclude 
property income, they rest largely upon 
the lower-income groups; as Table 15 
shows, the Philadelphia-type tax hag a 
worse score in this respect than any 
other major revenue source. The form 
of the Philadelphia-type tax was not de- 
vised to fit the peculiar needs of munici- 
palities; rather, it reflects the restric- 
tions imposed by the Pennsylvania State 
constitution which prevents the locali- 
ties from using sources already tapped 
by the State and which contains a re- 
strictive uniformity clause. As a result, 
Philadelphia cannot tax corporate or 
other investment income received by 
individuals (dividends, interest, rent, 
etc.) and cannot allow exemptions or 
use a progressive rate. Other Pennsyl- 
vania localities are subject to the same 
restrictions. Ohio cities also are re- 
stricted; moreover, they have tended to 
follow the pattern set by Philadelphia, 
which was first in the field. 


Major requirements of a City income 
tax. The prime requirements of a 
municipal income tax, in addition to 


productivity, are equity and simplicity. 


_ In view of the public’s attitude toward 


tax forms in general and income tax 
forms in particular, any municipal in- 
come tax must be as simple as possible 
to gain public acceptance. Simplicity 
and equity are not always compatible; 
greater equity often can be achieved 
only by sacrificing simplicity, and vice 
versa.* 

The two biggest steps in the direction 
of equity are: (1) to impose the tax on 
all income, instead of confining it to 
earned income, and (2) to allow exemp- 
tions for taxpayers and their depend- 
ents. No Pennsylvania or Ohio locality 
provides exemptions based on size of 
family, although two Ohio cities exempt 
minimum incomes. The effects of these 
two measures upon the burden of the 
tax is demonstrated in Table 15. 


Fortunately, both of these steps can 
be taken without greatly complicating 
the administration of the tax. 


The easiest way of achieving simplic- 
ity is to tie the tax to the Federal or 
the New York State income tax, so that 
the taxpayers can enter figures directly 
from their Federal or State returns 
without going to the trouble of making 
additional computations. An independ- 
ent tax with separate definitions of in- 
come, personal deductions, allowances 
for dependents, and so forth would en- 
able the City to discard some of the 
more inequitable features of the Federal 
and State taxes, but it would add a good 
deal to the trouble of complying with 
and administering the tax. 


There are three ways of tying a 
municipal income tax to the Federal or 
the State tax: 


* The principal reason for the complexity 
of the Federal income tax is the great number 
of exemptions, deductions, and special pro- 
visions which have been introduced in the 
attempt to make the tax more equitable. 


206 


(1) The City might use the Fed- 
eral or State definition of “adjusted 
gross income” (roughly, taxable in- 
come after deduction of business and 
professional expenses, but before 
personal deductions* and exemptions 
for dependents) as reported on the 
taxpayer’s Federal or State return. 
The taxpayer would then subtract the 
personal deductions and exemptions 
allowed by the City and compute the 
tax at whatever rates the City used. 


(2) The City might use net tax- 
able income (adjusted gross income 
minus personal deductions and ex- 
emptions) as defined for Federal or 
State tax purposes, using the deduc- 
tions and exemptions allowed by the 
Federal or State governments. In this 
case, resident taxpayers would copy 
the net income figure,** compute the 
tax at City rates, and enter the tax 
due. If the City used a proportional 
(flat) rate, the taxpayer would sim- 
ply find his tax by multiplying tax- 
able income by the tax rate (say, 1 
or 2 percent) .*** 


(3) The City, as a third alterna- 
tive, might impose a tax which was 
simply a flat percentage of the Federal 
or State tax liability. For instance, 
the City tax might be, say, 5 percent 


* Personal deductions include personal taxes, 
interest, medical expenses, contributions, and 
so forth. Instead of itemizing these deductions, 
federal and state taxpayers may take a 
“standard deduction” of 10 percent of adjusted 
gross income up to a specified maximum (the 
federal maximum is $1,000 for a married 
couple). 


** Line 5, p. 3, of Federal income tax form 
1040, or line 18, p. 1 of the State tax form. 
Only gross income is reported in the new 
Federal form 1040-A, so that taxpayers using 
this form would have to compute their net 
income; or alternatively, this might be done 
by the Tax Office, following Federal practice. 
Either procedure would be troublesome. 


*** The State of Vermont employs a sim- 
plified tax form which utilizes a maximum of 
eight lines. From Federal taxable net income 
(before deductions for dependents—line 8 on 
page 3 of form 1040) are subtracted interest 
on Federal obligations and net capital gains 
(net capital losses are added). Exemptions of 
$500 are allowed for each taxpayer and de- 
pendent. 
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of the Federal tax liability or 10 per- 
cent of the State tax liability.**** 
Tying the City tax to the State tax 


would have some advantages. First, 
there would be fewer questions as to 
what could or could not be included in 
the tax base, since the City can tax 
(with State authorization) anything 
which the State can tax. The principal 
question in this connection with respect 
to the Federal tax is that of interest on 
Federal government obligations, which 
would be excluded from the City’s tax 
base. 

Second, the State could assist the City 
in administering the tax, for example, 
by allowing City administrators to 
check State returns. Or the State could 
administer the City tax itself with little 
extra expense. 

The Federal tax has several advan- 
tages over the State tax. First, most in- 
come recipients file Federal returns, 
whereas many do not file State returns 
because of the high exemptions. Second, 
the State tax exemptions are _ so 
high***** that they seriously deplete 
the tax base. Third, the Federal tax is 


withheld at source, whereas the State tax 


is not. Withholding at the source of 
wage and salary income would be essen- 
tial to successful administration of a 
City income tax. 

In view of the various advantages 
and disadvantages, it would seem bet- 
ter to tie the City income tax to the 
Federal tax rather than to the State 
tax. The most important reason for this 
is that the Federal tax base is consid- 
erably larger, due to the lower exemp- 
tions employed. 

*** The City in 1934 passed an act imposing 
a tax equal to 15 percent of Federal income 
tax liability, but the act was repealed before 
any collections were made (Local Law No. 18. 
1934 3 repealed by Local Law No. 12,1935). | 
_. "** For a single person, $1,000; for a mar- 
ried couple, $2,500; and for each dependent, 


400. By comparison, the Federal i 
; exemption 
for each taxpayer and dependent is $600, 


‘ 
: 
1 
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What form should the City tax take? 

Should the City tax use Federal ad- 
justed gross income with City exemp- 
tions and deductions, or Federal net 
taxable income? Or should it be a per- 
centage of the Federal tax, following the 
1934 model? 


The latter two alternatives have the 
disadvantage of allowing the taxpayer, 
in effect, the deductions allowed by the 
Federal government. These include 
State taxes and the City taxes—prop- 
erty tax, sales tax, and so on, and the 
City income tax, if one is enacted. 


The third alternative—based on a 
percentage of Federal income tax— 
affords a degree of progression that can- 
not be attained by an independent rate 
structure. For City taxpayers, resident 
taxpayers, and for withholding pur- 
poses, it is probably the simplest and 
most comprehensible of all the alterna- 
tives. But it has several disadvantages 
in addition to those mentioned in the 
preceding paragraph. It would be less 


simple for non-resident commuters with 
income other than that earned in the 


City. These persons presumably would 
have to compute the Federal tax on an 
amount equivalent to their earned-in- 
City income, and pay the City the 
scheduled percentage of the hypothetical 
Federal tax so computed.* 


The most serious disadvantage of the 
percentage-of-Federal-income-tax plan 
is that it depends upon the whims of 
the Federal Government. For instance, 
if the Federal Government reduced 
Federal personal income tax rates by 
one-third, the City rate would have to 


be increased 50 percent to get the same | 


revenue as before. Such increases would 


_* Alternatively, they might divide their 
Federal taxes according to the proportion of 
ncome earned in the City and other income, 
and compute the City tax only on the propor- 
ion of the Federal tax corresponding to the 
proportion of earned-in-City income. 


be hard to explain to the public and 
would inevitably lead to controversy. 


Probably the simplest and most equi- 
table expedient is to base the City tax 
on Federal adjusted gross income, allow- 
ing no personal deductions or exemp- 
tions save allowances for the taxpayer 
and dependents.** 


If the tax is withheld at source, it 
may not even be necessary to require a 
return from those persons filing Federal 
form 1040-A. This form is permitted if 
the taxpayer’s earnings from which 
taxes are withheld do not exceed $5,000, 
and if other income, not subject to 
withholding, does not exceed $100. The 
taxpayer lists only his gross income, 
marital status, number of dependents, 
etc., and the Collector’s office figures his 
tax and sends him a bill or makes a 
refund. The City can afford to forget 
a 1- or 2-percent tax on $100 or less; 
the average amount due would be less 
than the cost of processing a return, let 
alone the trouble to the taxpayer of fil- 
ing it. Withholding would be precise 
enough so that neither the taxpayer nor 
the City ordinarily would gain or lose 
much if 1040-A taxpayers filed no re- 
turns. There are some exceptions; for 
instance, too much may be withheld if 
the taxpayer works only part of the 
year, or if the number of his dependents 
changes towards the end of the year. 
Such situations could be handled, how- 
ever, by permitting the 1040-A tax- 
payer to file returns if it is to his 
advantage. 


** A question has been raised ‘as to whether 
the City could legally tax capital gains accru- 
ing before the City tax was imposed. It would 
be doing so if it based its tax on Federal 
adjusted gross income, which includes capital 
gains (adjusted) accruing since the Federal 
tax was imposed in 1913. The legal counsel 
of the Finance Project, however, advises that 
the City probably can tax capital gains as 
defined for Federal tax purposes, as long as 
they are realized after the imposition of the 
City tax. 
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Exempting 1040-A taxpayers from 
filing (though not from paying the tax) 
would eliminate a great number of re- 
turns and lessen the resistance to the 
tax. On the other hand, 1040-A tax- 
payers would be less conscious of the 
City tax if they were not required to 
file returns. But tax consciousness would 
be promoted to some extent by the with- 
holding forms furnished by employers 


at the year’s end. Such forms might also 
contain other information concerning 
the City’s expenditures, such as a chart 
showing how the City budget is appor- 
tioned among major services. 


Returns of other resident taxpayers 
could be as simple as shown below. A 
slightly more complicated form would 
be required for nonresidents. 


NEW YORK CITY INCOME TAX 
RESIDENT RETURN 


For Calendar Year or Fiscal Period Begun 


, and Ended 





Name___ 








Please print. !f your Federal personal income tax return was a joint 
return of husband and wife, use first names of both. 


Home address 











Street number Postal zone number Borough 
All references to Federal Income Tax Form 1040 are to 
the return covering income. 
AllSWanices: TOP EXEMPTIONS: 6 .c.s0ussn-sss04n0.s0cceesacauatnaceynessecasteseeeses tee seeuse ee eae $. 
Exemp- (Number of exemptions claimed for redone income tax, item 1, page 1, 
tions of Federal Form 1040 ( ), times $624, 
enter 
Zz Federakvadiusted | ‘gross. income. %.2.....caaiescceseecste eaene eae $ 
(Enter amount of item 4, page 1, of Federal Form 1040). 
3. Amount of interest on obligations issued or guaranteed by the United 
Taxable DGLG5 7 GOVELAMGUE 2.0. 0 st..iacbcasssaverevsesusaveseebout thescaneabastocaen hee ee $ 
ineame (From Schedule B, page 2, of Federal Form 1040). 
Mc SpMMNO es 2 RN GEIS: LING 13) 0s «ca casing tonanibec esbtbnsassuasoteVetaesasscoeek dcecivoectonesscok Pe $ 
5. Line 4 minus Line 1. This is your taxable income ...csccccccccccscsosscccsssceceoeece $ 
Gis income Vaxrdue: Ol percent of Wine: 5 ..:.<..ccscssedcocasesvooteavassicdéetealeecseecetee. $ 
7. How much have you paid on your City tax by tax withheld 
faocnpwithhele ng atGems) «xfs: ticccsiesacsetatssaivecusuelcienes te ee $ 
foe Bus 8. If your tax (Line 6) is larger than your payments (Line 7), 
2 BRST IGEN GS MONO 6 inrsd, cahsistasssrstiiagagced cael eee $ 
Refund (This balance must be paid in full with return.) 
9. If your payments (Line 7) are larger than your tax (Line 6), 
BOGAN CHOICE NOLC 5.3 obecktsi soca hgasvessdcdessancscerss cacao $ 


Mine ST beaasay A difference will be refunded.) 


ee A a eee 
| (we) certify that this is a correct and complete return. 


“Tarn |) Sl Signeture oF Taxpayer ||| 
Signature of Wife (if this is a joint return) 


~~ Signature of Agent =) 
| 
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Deductions. The deductions can be 
any amount desired, depending on the 
amount of revenue wanted and the rate 
structure. (Estimated yields of various 
rate structures are listed in Table 20. 
But it is suggested that the deduction 
be some amount divisible by both 12 
and 52, such as $624, to simplify with- 
holding computations on monthly and 
weekly salaries. 


Withholding and declarations of esti- 
mated income. Withholding is necessary 
for successful administration because 
of the large number of taxpayers and 
the fact that many of them will pay only 
small amounts of taxes. Withholding 
for employers could be simplified by 
furnishing them with a combined Fed- 
eral-City withholding table showing, 
for each salary level, the amount of 
tax to be withheld for (1) the Federal 
government, and (2) the City. 


Tax administration and compliance 
might be simplified still further by not 
requiring taxpayers to file declarations 
of estimated income. The chief purpose 
of such a provision is to avoid discrim- 
ination between taxpayers whose taxes 
are withheld at source and other tax- 
payers. But declarations of estimated 
income would not contribute much to 
easing administration of a City income 
tax; on the contrary, they might com- 
plicate it. 


Estimate yields of various types of 
income taxes. Table 20 presents income 
tax yield estimates for 1954, assuming 
some increase in income over 1950, the 
latest year for which data are available. 
It is assumed also that 1954 would be a 
year of high-level employment with 
prices approximately at 1951 levels. 
Further inflation would increase the 
yields, of course, and deflation or un- 
employment would reduce them. 


TABLE 20 


ESTIMATED YIELDS OF FOUR TYPES OF INCOME TAXES 
FOR NEW YORK CITY 


ooo eee 
———————————————————— —— ees EEE 


Type of Tax 


Estimated Collections from 








ee 


(1) Philadelphia-type tax. Rate: 1 percent .......cc.cccccescsees 


(2) Proportional tax on all income, exemptions of $624 each 


for taxpayer and dependents. Rate: 1 percent.............. 


eovceceses 


Progressive tax on all income, exemptions of $624 each for 


taxpayer and dependents. 
(3) Rates: 

First $2000—1 percent 

$2001- 4000—2 percent 


QVEL MT A000 25)  PORCOIE i; senceisneescncssececsedsesdieoreassbcoeoees 


(4) Rates: 

First $1000—1 percent 
$1001- 2000—2 percent 
2001- 3000—3 percent 


QVOE D1 OOO-——A. DOCORE Loe .2i iiss cecstenddsdeloalescedeslencesctenseses 


eoccccccce 


Residents Nonresidents Total 
{Millions) 

Pee Les $130 $15 $145 

113 12 125 

ME 8 soa 227 23 250 

400 37 437 


SSS SSeS 
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Should rates be proportional or mild- 
ly progressive? A proportional rate can 
more easily be varied from year to year 
to meet changing needs. It is simpler 
to compute and would reduce, perhaps 
eliminate, the need for a simplified tax 
table. Variations in the rate would in- 
dicate more clearly the general order 
of magnitude by which the City’s 
revenue needs were increasing or 
decreasing. 


On the other hand, a proportional 
rate low enough to be tolerable for the 
lower-income groups puts only a small 
burden upon the middle- and upper- 
income groups. Because of the deducti- 
bility feature of the Federal income tax, 
the net additional burden imposed in 
the higher ranges is lower than the flat 
rate indicates; in the highest brackets 
the additional burden is almost negli- 
gible. To take an extreme case, a person 
with an income slightly over $200,000 
pays a Federal tax at a marginal rate 
of 92 percent (1952-53 rate) on income 
over $200,000. If he deducts his City 
tax from taxable income, he would pay 
an actual rate of less than one-tenth of 
the nominal City rate; if the nominal 
rate were 1 percent, for example, the 
actual rate would be only 8/100 of 1 
percent. 


A rule-of-thumb suggestion is to use 
proportional rates if revenue needs do 
not exceed $200 million, but to go to a 
progressive structure, like that of the 
third and fourth taxes in Table 20 
(page 00), if needs exceed $200 million. 
Once the basic structure was estab- 
lished, increases and reductions could be 
made thereafter by using percentages 
of the nominal rates; for instance, if 
revenue needs decline, the tax might be 


put at, say, 80 percent of the amount 
computed by the nominal rates.* 


The following table (Table 21) gives 
a more specific demonstration of the 
differences of the burden of the two 
types of taxes at different income levels. 
In computing the table, it is assumed 
that taxpayers with incomes of $10,000 
and over itemize their Federal income 
tax deductions (including City income 


- taxes) but that taxpayers in the lower 


brackets take the “‘standard deduction.” 


The revenue need is assumed to be 
$250 million.** This could be met by a 
2-percent tax on all incomes, with ex- 
emptions of $624 each for taxpayer and 
dependents, or by a progressive tax with 
the same exemptions and a rate struc- 
ture starting at 1 percent and going to 
3 percent on income in excess of $4,000 
(third tax in Table 20). 


The computations in Table 21 are for 
a family of four. 

Conclusion on income tax. If the City 
decides to consider an income tax, we 
believe that the form of income tax best 
suited to the present needs is a tax of 
from 1 to 1144 percent (depending on 
the amount of revenue required) of in- 
come, less $624 exemption for each tax- 
payer and each dependent. The tax 
Should be based on adjusted gross in- 
come as stated in the Federal income 
tax form, with certain other minor de- 
ductions as explained above. 


Such an income tax would produce 
$125 million at a 1-percent rate, and 
$188 million at 114 percent rate, in 
1953-54 if enacted in 1958. At the 1- 


* This procedure has been used by New York 


State in recent years. The tax on 1951 income 


was 90 percent of the amount ( 
the nominal rates. : aid ee 


** This figure, and the rates shown, are 
,& ; onl 
for purposes of illustration; they are higher 
than any estimate of need in this chapter. 
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percent rate $1138 million would be paid 


by residents and $12 million by com- | 


muters; at the 144 rate $170 million by 
residents and $18 million by commuters. 

Summary Rating of Various City Taxes— 
Standards for choosing among various 
revenue possibilities have been dis- 
cussed in a preceding section. The fol- 
lowing table attempts to apply the points 
raised in the discussion by indicating 
how well the major revenue possibilities 
open to the City meet the various cri- 
teria. The ratings are comparative, that 
is, the various measures are rated 
against each other rather than against 
any arbitrary standard. One major pur- 
pose of the table is to remind the reader 
of the complicated and interrelated fac- 
tors to be considered in formulating a 
revenue program. However, we empha- 
size that the ratings necessarily involve 
a large element of judgment and value 
preferences. 

It will be noted that several revenue 


sources are not listed in this table. In- 
spection fees and licenses are not in- 
cluded, partly because they cannot raise 
any large amount of revenue under any 
conceivable rates, and partly because 
such charges should be raised in any 
case, in accordance with the rule laid 
down on p. 187 of this chapter. 


State and Federal grants are not in- 
cluded, because it is clearly impossible 
to rate them without knowing the type 
of grant, the formula for distribution, 
and the type of tax which would be 
imposed to finance the grant. The major 
considerations involved are discussed in 
the section on State-aid above.* 


A Stabilization Fund 


The Finance Study, as noted previ- 
ously, emphasizes that a recession, with 
unemployment and falling incomes, 
poses as great a threat to City finances 
as does inflation. Revenues would fall; 


* See pp. 190-195. 


TABLE 21 
COMPARATIVE NET BURDENS OF PROPORTIONAL AND PROGRESSIVE 


TAX RATES DESIGNED TO RAISE $250 MILLION 


ee. rr cr SESS 
nnn a SSSI 


Adjusted Gross Income 


Proportianal Rate” 


Net Burden of City Tax’ 


Progressive Rate° 





Percent Percent 

Amount of Income Amount of Income 
Seamed ee tease a eases oes fad au es Sicd sctusesncctivecsaacscesss $ 10 0.3 $5 0.2 
BOO asst aatae Eire et ook upirenscceuiudevacad: ssssinaawacssobons 30 0.8 15 0.4 
POO ies eee se dance oe setaksetacioaee cesedibsinuiasiesscswuuseeeeies 50 1.0 30 0.6 
Ups 9 Me th OD SACRO P ORS SEE aS ES Se 100 1.3 90 1.2 
OG CBrah is N ct cleat eM lob case chedice 113 1.1 125 1.3 
[ile O I? RSE cede ie ance nt RETEST gS 178 2 224 1.5 
Fa (00 TE) gem eae oe ORIN BE IS Pa 275 1.1 377 1.5 
08 Cet asa Bae ae ie nee ie. aan ee ae 361 0.7 519 1.0 
U8, 0 13 a EE ee ee oo 546 0.5 802 0.8 


ESS 


a On all income, exemptions of $624 each for taxpayer 
and dependents. 
b 2-percent rate. 
$2001- 4000—2 percent. 
Over 4000—3 percent. 


€ Rates: First $2004—1 percent. 


4 Taxpayers with incomes of $10,000 an dover are 
assumed to itemize their deductions; other taxpayers are 
assumed to take the “standard deduction.” 


212 MoDERN MANAGEMENT FOR THE CITY OF NEW YORK 


the sales and gross receipts taxes are 
especially sensitive to fluctuations of 
income and employment, but other rev- 
enues are also sensitive, including the 
utility tax, hotel room tax, mortgage 
tax, and transit revenues. 


The City’s cost structure, on the other 
hand is resistant to deflation. With un- 
employment and falling incomes, some 
costs, particularly welfare costs, would 
rise. Wage cuts would be resisted, unless 
the City in the meantime adopts some 
system of gearing its wage structure to 
living-cost changes; but even this ex- 
pedient may not help if prices hold up 
in spite of falling employment and 
income. 


The City consequently is faced with 
this paradox: it needs more income- 
sensitive revenue sources to protect it 
against inflation, but such sources make 
it more vulnerable to deflation. 

Suppose the City adopted a 1-percent 
income tax yielding (at present income 
levels) about $125 million a year. The 
combined yield of the three income- 
sensitive taxes would be about $410 


_ million. The combined yields would fall 


about $30-$35 million with an income 
decline of the relative magnitude of that 
occurring from 1937 to 1938, and about 
$80-$85 million if income fell as much 
as between 1929 and 1931. A catastro- 
phic decline, like that occurring between 
1929 and 1932, would cut these “sensi- 


TABLE 22 
SUMMARY RATING OF VARIOUS CITY TAXES 


eee 


Income Tax 











Real 
Relative to other measures, Estate Sales On Earned On All In- Gross 
how the measure rates with Tax Tax Income, No come, with Receipts 
respect to: Increase Increase Exemptions Exemptions Tax 
Equity, or distribution of burden among 
different income QroupS ...........c..seseseeeee Fair Fair Poor Good Poor 
Efficiency, or administrative and other 
costs imposed on the community .......... Good Good Poor* Poor* Good 
Economic effects, or effects on indus- 
try, trade, and population location ...... Fair® Fair® Good Good Poor 
intergovernmental relations, or conflicts 
of jurisdiction or other created problems Good Fair® Fair Fair Poor’ 
Tax consciousness, or making taxpayers 
constructively conscious of government 
Port 1h ge SRC OS Ore 7 CoE. oR: EN en eee ‘ Poor Fair Fair Good Bad 
Commuter contribution, or revenues 
collected from commuters and other 
outsiders in return for services rendered 
Sys eens CU 2. dis ccnsnsdeets eessdonecacotpussvedipovsas Poor Poor Good Good Fair 
Benefit charge, or justification of the 
measure as a charge for benefits or 
SOPVIEGS TONCOTOR ...005.icicsecccocaseesceccess Partially No No No N 
° 
Cycle sensitivity, or sensitivity of yield | 
to fluctuations in incomes and prices.... No Yes Yes Yes Y 
. es 


8 Rating of poor because a new administrative organi- 
zation would be required. 

> Rating of fair applies only to a rate increase over 
present levels of not more than 14 percent. 


© Rating would be 


ties used the tax, alge. a abe New York State locali- 
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tive’ revenues by about 50 percent, or 
$200 million. The result would be the 
same if the City turned to some other 
sensitive source or sources. Other rev- 
enues also would fall, and in any pro- 
longed depression even the relatively 
stable real estate tax would decline. 


Insurance Against Depression — The 
businesslike way to prepare for a reces- 
sion of this sort is to set up in advance 
a Stabilization Fund designed to cush- 
ion its impact. New York State took a 
step in this direction in 1946. Under 
this policy, during normal and high-tax- 
collection years, part of the taxes col- 
lected are put into the Stabilization 
Fund ; during bad years, funds are with- 
drawn to supplement current revenues. 


The present Charter provisions and 
the budget procedure mandated by law 
do not permit the City to establish and 
maintain a Stabilization Fund. We 
therefore urge that the Charter be 
amended and that a Fund be established, 
if more income-sensitive taxes are 
adopted. 


Considering the difficulties which eco- 
nomic recession would pose for the 
City’s finances even with its present 
revenue structure, a Stabilization Fund 
would be wise insurance whether or not 
an income tax or other income-sensitive 
sources are adopted. But setting up a 
Fund would cost money and cannot be 
undertaken until the City obtains suffi- 
cient additional revenue from some 
source or sources to meet its growing 
needs and leave something over for a 
rainy day. 


Stabilization Fund Difficulties — There 
are always difficulties involved in the 
establishment and operation of reserve 
funds. The principal difficulties are as 
follows: 


(1) There is tremendous pressure 
to use any surplus to reduce taxes, 
expand benefits and services, pay 
higher wages, and so on. 


(2) Once a Fund is established, 
there are pressures to raid it. This is 
true particularly if the alternative is 
an increase in taxes. 


(3) Effective systems are difficult 
to devise. Most systems have em- 
ployed the concept of a “normal” level 
of expenditures, requiring contribu- 
tions when revenues are above “nor- 
mal” and permitting withdrawals 
when revenues are below “normal.” 
But the normality concept is unreal- 
istic in times when prices, incomes, 
and employment are rapidly chang- 
ing, and in times when City programs 
and tax rates are expanding.* 


Protecting Reserves—To avoid these 
difficulties so far as possible, the plan 
described below incorporates three main 
automatic protective features: 


(1) The proposed plan is based 
upon the fluctuations of retail sales 
subject to the City sales tax. There 
are two major advantages of using 
retail sales as a base. First, their 
magnitude is easy to determine. Sec- 
ond, their fluctuations determine 
precisely the fluctuations of sales tax 
yields (so long as the rate remains 
constant) ; they correspond closely to 
fluctuations in gross business tax re- 
ceipts and would also correspond 
closely to fluctuations in the yield of 
a proportional or mildly progressive 
income tax. 

(2) The plan reacts automatically 
to economic fluctuations and places 
little reliance upon adminstrative dis- 
cretion. The only way the Stabiliza- 
tion Fund can be raided or otherwise 
manipulated is by changing the law. 

(3) Contributions to, and_ the 
maximum size of the Fund would be 
relatively modest. The objective of 
the plan is to ensure the City against 


*It may prove preferable to include the 
provisions for a Stabilization Fund in such 
legislation as is enacted authorizing further 
taxing powers for the City. 
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losses of revenues from the sales, 
gross business, and other revenue 
sources which are sensitive to eco- 
nomic fluctuations. The aim of the 
plan is to replace, in effect, between 
85 and 95 percent of the losses from 
declines in sales, gross business, and 
other revenues in time of falling 
income. | 


Ideally, a reserve plan should be ini- 
tiated in a prosperous period, but this 
is not essential. Any period when a ma- 
jor new revenue source is being put 
into operation is satisfactory. 


The following paragraphs present the 
main outline of the plans, with some 
illustrations of how it would work. It is 
assumed for purposes of discussion that 
the City simultaneously adopts an in- 
come tax of 1 percent on all income, 
with exemptions of $624 each for tax- 
payers and dependents. As noted above, 
however, an income tax is not a neces- 
sary feature of the plan. 


Contributions to the Fund 


(1) The annual contribution to the 
Fund, so long as the Fund is below 
the specified maximum, is one-half 
of 1 percent of taxable sales (sales 
taxable under the City sales tax). At 
present levels of sales, the contribu- 
tion would amount to about $35 mil- 
lion a year. In practice, the size of 
the contribution can be determined 
directly from sales tax proceeds. As 
long as the rate is 3 percent contri- 
butions to the Fund for any given year 
are one-sixth of the sales tax pro- 
ceeds for that year.* 


(2) Contributions shall be made to 
the Fund until the Fund amounts to 
10 percent of the expense budget. In 
no year would a contribution be made 
if a full contribution (one-half of 1 
percent of taxable sales) would be 
larger than the amount necessary to 





* The procedures of estimating and making 
contributions are discussed in the appendix 
to this chapter. 


bring the Fund to 10 percent of the 
expense budget. 

(3) The contributions are a fixed 
budgetary requirement and are never 
suspended as long as the Fund is be- 
low the specified maximum. With- 
drawals are made under a separate 
automatic procedure, discussed in the 
following section. This feature of the 
plan has the advantage of simplicity 
and of minimizing temptations to in- 
terfere in the operation of the plan 
by authorizing out-of-season suspen- 
sions of contributions. 

(4) In years in which no contribu- 
tion is required, the rate of the sales 
tax shall be reduced one-half of 1 per- 
cent. Or the rate of some other tax 
or taxes might be reduced by an 
equivalent amount if this alternative 
is deemed administratively more ex- 
pedient. This feature protects the 
taxpayers against the City’s under- 
taking new programs with revenues 
which ordinarily would be ticketed 
for the Stabilization Fund. 


Withdrawals 


(1) A withdrawal is permitted in 
the first year in which taxable sales 
are less than 98.5 percent of the tax- 
able sales** of the preceding (non- 
withdrawal) year. After the first | 
withdrawal year if a recession con- 
tinues, withdrawals are still based on 
the taxable sales of the last non- 
withdrawal year, as adjusted under 
the formula proposed below. In the 
Second recession year, withdrawals 
are permitted if taxable sales do not 
exceed 97 percent of sales of the last 
nonwithdrawal year; in the third 
year, if taxable sales do not exceed 
95.5 percent of taxable sales of the 
last nonwithdrawal year, and so on. 
Also, withdrawals for the respective 
years are based upon these dimin- 
ishing percentages—98.5 percent for 
the first year, 97 percent for the sec- 
ond year, 95.5 percent for the third 
year, and so on. . 


** Sales tax proceeds may be substituted for 


taxable sales in the formula, so long as the 
sales tax rate does not change. 


FINANCIAL PROGRAM 215 





The purpose of adjusting the taxable 


sales of the last nonwithdrawal year 


(used as the base year for computing 
withdrawals) by the percentage* given 
above is, first, to adjust the formula for 
any long-term downward trends which 
would place an increasing strain on the 
Fund and, second, to prevent the Fund 
from being drained should there occur 
a long period of stable prices and in- 
comes, following an abnormally high 
year. 

(2) Amounts of withdrawals in 
any given year (W) are determined 
by the decline in revenues from the 
three sensitive taxes as measured by 
the decline in taxable sales (and sales 
tax proceeds) from the last non- 
withdrawal year (NW), as adjusted. 
The amounts of the withdrawals are 
given by the following formulas :** 

First withdrawal year— 

2(.985 NW sales tax proceeds— 

W sales tax proceeds) ; 

Second withdrawal year— 

2(.970 NW sales tax proceeds— 
_ W sales tax proceeds) ; 

Third withdrawal year— 

2(.955 NW sales tax proceeds— 

W sales tax proceeds) ; and so on, 

with the NW sales tax proceeds 

decreased by an additional] 1.5 per- 
cent for each additional withdrawal 
year. 

(3) The offset to the revenue loss 
of any given year is comprised of 
two items: (a) the withdrawal from 
the Stabilization Fund, and (b) the 
decrease in the required contribution 
to the Fund. The second item must 
be counted as part of the offset, be- 
cause the contribution to the Stabili- 
zation Fund, under the plan, is a fixed 
obligation. A decrease in the amount 


* The adjustments is a decrease of 1.5 per- 
cent per year. 

** The formula is based upon the assumption 
that the existing rates of the sales and gross 
business taxes will be retained, and that an 
income tax of 1 percent on all income (with 
$624 exemptions for taxpayers and depend- 
ents) will be imposed. It can be easily modified 
to achieve the same effect with different com- 
binations of rates, or different combinations 
of taxes. 





required is an offset to a revenue loss, 
just as a decrease in welfare expen- 
ditures would be an offset. 

This feature of the plan makes it 
possible to get along with a much 
smaller Fund than would otherwise 
be required. 

(4) In no case shall the revenue 
loss offset exceed 95 percent of the 
revenue loss from the three flexible 
taxes. This restriction is necessary 
because, as the following illustrations 
show, if sales decline very sharply, 
the revenue offset in the first year of 
the decline, as determined by the for- 
mula, may exceed the amount of the 
revenue loss. To confine computations 
to one variable (sales tax collections 
or taxable sales) the law may specify 
that in no case shall the offset exceed 
1.85 percent of the decline in sales 
tax collections. This would provide a 
maximum offset of about 95 percent 
of the total revenue loss, with present 
sales and gross receipts tax rates and 
the hypothetical I1-percent, $624- 
exemption, income tax. This percent- 
age also can be modified if necessary 
to achieve the desired effect. 

(5) The formulas would make up 
about 85 percent of the loss in sales, 
gross business, and any possible in- 
come tax revenues corresponding to 
a 5-percent decline in taxable sales, 
and about 95 percent of the loss cor- 
responding to a decline of 20 percent 
in taxable sales. (This is in the first 
year after the last nonwithdrawal 
year; the offsets to equal revenue 
losses in succeeding years would be 
somewhat smaller.) Thus the formula 
provides that the proportion of rev- 
enue losses made up increases, as the 
size of the revenue loss increases. 


Illustrations of Operations 

Illustration No. 1. Assume that taxable 
sales in 1957 are $7.5 billion. The yields 
of the three flexible taxes would be 
approximately as follows: 


SAE 52 EINE MA SEE OER, 5 FCN» eR IE OA $225 million 

Gross” DUSINGSS TAK cell cctilee tices boeo ec Mecstbe 75 million 

Income tax ........000 SF Pry SEN ES ed 8 Ae LoD ia 140 million 
GEN? cadence cttchccseedecolavetecccretactsas theese $440 
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Taxable sales fall to $7 billion in 
1958 and sales tax proceeds to $210 
million (a 6.7 percent decline). The 
proceeds of the other assumed taxes 
would fall in approximately the same 
proportion, so that the revenue loss 
from the three taxes is approximately 
$29.5 million. 

The contribution to the Stabilization 
Fund under the formula is $37.5 mil- 
lion in 1957 and $35 million in 1958. 
Hence $2.5 million of the lost revenue 
is offset by the decrease in the required 
Stabilization Fund contribution. 

The withdrawal from the Fund per- 
mitted is 2[ (.985 x $225 million) — 
$210 million] = $23.3 million. 

The total offset to the revenue loss 
is the withdrawal from the Stabiliza- 
tion Fund $(23.3 million) plus the de- 
crease in the required contribution to 
the Fund ($2.5 million), or $25.8 mil- 
lion. This is 87 percent of the revenue 
loss. 

The net contribution to the Fund 
would be $35 million minus $23.3 mil- 
lion, or $11.7 million. 

lilustration No. 2. Assume that 1958 
sales are $6.5 billion, or 13.3 percent 
under 1957 sales. The revenue loss from 
the three assumed flexible taxes (1958 
under 1957) is $58.5 million. 

Contributions are $32.5 million, or 
$5 million less than 1957. 

The withdrawal from the Fund, using 
the formula, would be 2[(.985 x $225 
million) — $195 million] = $53.3. 

The withdrawal plus the reduction 
in the reserve fund contribution is 
$58.3, which is more than 95 percent 
of the revenue loss. Hence the 95 per- 
cent limitation applies. The offset will 
be .95 x $58.5 million or $55.6 million. 
The withdrawal from the Fund is $55.6 
million less $5 million (the amount of 
contribution decrease), or $50.6 million, 


The net withdrawal from the Fund 
is $50.6 million minus $32.5 million, or 
$18.1 million. 


Illustration No. 3. Assume that 1958 
sales are $6 million, 20 percent down 
from 1957 sales. The lost revenue from 
the three assumed flexible taxes is $88 
million. 


Contributions are $30 million, $7.5 


- less than in 1957. 


The withdrawal from the Fund, using 
the formula, would be 2[(.985 x $255 
million )—$180 million] = $83.3 million. 


Again, the withdrawal plus the de- 
crease in the contribution to the Fund 
exceeds 95 percent of the revenue loss 
and the 95 percent limit applies. The 
offset will be .95 x $88 million, or $82.7 
million. 


The withdrawal from the Fund is 
$83.6 million minus $7.5 million (the 
contribution decrease), or $76.1 million. 


The net withdrawal from the Fund 
is $76.1 million minus $30 million, or 
$46.1 million. 


Illustration No. 4. In this illustration, 
we assume a sharp continuing recession 
following 1957. Sales for 1958, 1959, 
and 1960 fall by 6.7 percent, 13.3 per- 
cent, and 20 percent respectively. Con- 
tributions and withdrawals under the 
plan are shown in the following table. 


Even in a sharp recession lasting at 
least three years, the plan would make 
up a large percentage of the revenue 
lost from the peak year, while making 
relatively small demands upon the Sta- 
bilization Fund. Under the conditions 
assumed in Table 23 the net with- 
drawals from the Fund over the period 
are only $42 million, less than one-third 
of its maximum amount at present 
levels of the expense budget. 
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ll. CONCLUSIONS AND RECOMMENDATIONS * 


The City of New York now faces a 
Serious financial crisis, not because the 
City lacks economic power or potential 
resources, but primarily because the 
revenue and management systems of 
the City lag behind economic changes 
and changes in managerial technology. 
The threatened financial difficulties in 
no way affect the City debt, or the 
City’s capacity to meet its obligations, 
but they threaten the proper mainten- 
ance of the municipal services and the 
proper adjustment of municipal sal- 
aries. 


In the present fiscal year, the budget 
has been technically balanced by a num- 
ber of makeshift arrangements that 
cannot be used again in the next fiscal 
year, 1953-54. Moreover, next year will 

see some increase in expenditure re- 
quirements. As a result, the gap between 
nontransit expenditure requirements 
and nontransit resources available 
(under the existing revenue structure) 
now foreseen by the Bureau of the 


— *Mr. T. J. Miley dissents. See p. 294. 
See statement by Messrs. Dowling, Grimm, 
Hallett, Honig, Miley. Page 270. 


Budget is not less than $125-130 million, 
and the gap will be even greater if in- 
flationary pressures resume.** 


Thus further emergency adjustments 
and postponements will not solve the 
City’s fiscal difficulties. The situation 
requires reorganization of the City’s 
general management, continued econo- 
mies, and additional revenue sources. 


Accordingly, the Mayor’s Committee 
on Management Survey makes three 
basic recommendations: 


(1) We insist again that the top- 
side general management of the City 
must be drastically reorganized so 
that the City can count on adequate 
and efficient management of its affairs 
in the future. Our plan of action is 
presented in Chapters II, III, IV, V 
and VI of this Report. 


** The Finance Project estimated a non- 
transit expenditure-revenue gap of $93 million 
for 1953-54. (See “The Financial Problem of 
the City of New York,” p. 103). The two 
estimated gaps are not precisely comparable, 
however. For instance, the Finance Project 
estimate, made in August and September, 
1951, makes no allowance for the cost of in- 
stalling the 40-hour week for all employees 
and it does not take into account the new 
taxes adopted in the spring of 1952 nor the 
necessity of replacing the nonrecurring items. 


TABLE 23 


STABILIZATION FUND CONTRIBUTION AND WITHDRAWALS 
IN HYPOTHETICAL THREE-YEAR RECESSION 


(in millions) 








CLS Le ie SSG | tet tes ly arueicke Bn lane I A ae i A ne 
yma Sales Stax VEOleCHOnis! sockbiccisivcecs cca ceva sccdadecciecdalabotoccceseaee 
(3) Revenue lost from three flexible taxes (from 1957) ...... 
(4) Required contribution to FUN ....cccccccscccscssssssssssseeececsees 
(5) Decrease in contribution to Fund (from 1957) .......... 
(6) Withdrawal from Fund. ............ Dee A EES SO ie po 6) eae 
(7) Total offset to revenue loss: (5) - (6) c.cccccecccsssssesseeeeees 
(8) Offset as percentage of revenue loss: (7) = (3) ..... 
(9) Net addition to Stabilization Fund .................cccccccseeeee 

(10) Net withdrawal from Stabilization Fund ................000 


ecoeeercece 


Year 
1957 1958 1959 1960 

sevauheere $7,500 $7,000 $6,500 $6,000 
ssbeeetoae 225 210 195 180 
poddistent 30 59 88 
teetede 38 35 33 30 
sasagenass 3 3 8 
shivasess? 23 47 70 
shed sseigs 26 bY 78 

87 88 89 
dasettets 12 — — 
odvadenaee — 14 40 
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(2) We insist that the City under- 
take immediately a vigorous program 
of economies. 


(8) We conclude that the City 
must develop a revenue structure 
capable of meeting the City’s needs, 
including filling the gap for 1953-54, 
without resorting to makeshift and 
temporary expedients. The program 
Should be capable of reasonable ex- 
pansion in the event that inflation 
or unemployment imposes a need for 
additional revenues, and contraction 
in the event that revenue needs de- 
crease. Steps should be taken as soon 
as possible to protect the City’s fi- 
nances against economic recession, 
establishing a stabilization fund that 
would enable the City to meet a re- 
cession without increasing tax rates 
or piling on new taxes. 


These three recommendations are in- 
terrelated. The Mayor’s Committee will 
not support any new tax and revenue 
measures unless they are a part of the 
entire program, including a commit- 
ment on the part of the City to proceed 
vigorously and promptly to adopt the 
management and economy measures 
recommended by the Committee. 


While the long-range revenue require- 
ments of New York City pose serious 
problems, particularly with respect to 
reconstructing the revenue system and 
finding new revenue sources, they are 
not beyond the City’s economic capacity. 


The Finance Project and the Mayor’s 
Committee on Management Survey have 
made an exhaustive study of the possible 
sources of new revenue. The most im- 
portant results of the studies are pre- 
sented in the first part of this chapter. 
There are a number of alternative 
sources and combinations of sources 
which require consideration. In view of 
the fact that the final selection must be 
made by the State and City officials, the 
Mayor’s Committee on Management 


Survey does not set forth a single, defi- 
nite revenue program. However, we 
list on the following pages the mea- 
sures which, in the light of our studies, 
we believe should be given highest pri- 
ority in the consideration of any reve- 
nue program. 


Local Revenue Sources 
Taxes—Under this heading we pre- 


gent six available lines of action: 


(1) Continue the 3 percent retail 
sales tax. 


(2) Extend the City sales tax to 
include beer. We see no defensible 
reason for exempting beer, when other 
alcoholic beverages and soft drinks are 
taxed. 


(3) Restore to the City authority to 
impose a 5-percent tax on pari-mutuel 
betting. This would require the repeal 
by the Legislature of the repeal act of 
1946 as amended, whereby the City loses 
gradually the 5 percent tax, 1 percent 
each year, beginning in January, 1952. 
The restoration of this tax will give the - 
City from $12 to $15 million a year, 
which otherwise will be lost. For the 
year 1953-54 the collection from this 
source will be down by almost $6 million, 
and the 1953-54 budget would benefit by 
this amount if power to levy the full 
rate were restored. The newly imposed 
tax on race track admissions might be 
repealed at the same time. 


(4) Continue the financial tax, but 
at a reduced rate of two-fifths of 1 per- 
cent, contingent upon the City’s obtain- 
ing other adequate revenues. This reduc- 
tion would decrease City tax revenues 
by about $4 million, but it would reduce 
the incentive for investment trusts and 
other financial enterprises to locate out- 
side the City. 
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(5) Continue levying special assess- 
ments (local area assessments) for 
paving streets, building local sewers, 
and constructing other local improve- 
ments that result in a clear and measur- 
able benefit to neighboring properties; 
and extend the policy to impose special 
assessments also for repaving and re- 
building, where the benefit is clear and 
measurable. 


(6) Increase property assessments to 
full value.* We recognize, however, that 
where underassessment is a long-stand- 
ing policy, abruptly discontinuing the 
policy would cause hardships in many 
instances. We recommend, therefore, 
that where underassessment is a long- 
standing policy, it be eliminated gradu- 
ally over a period not exceeding five 
years. Under this policy the full effect 
of bringing assessments up to full value 
will not be reflected in City revenues for 
at least ten years, due to the fact that 
the constitutional real estate tax limit 
is based upon an average of assessments 
of the current year and the preceding 
four years. 


The Finance Project estimated that 
the City can ultimately obtain $32 
million (40 million if the constitu- 
tional tax limit is raised from 2 to 214 
percent) by eliminating underassess- 
ments. But the proposed change of 
policy can have little if any effect upon 
the revenues of fiscal 1953-54. 


Utility Charges—We have outlined in 
Chapter VI what can be done to make 
the transit system more nearly self- 
supporting and how transit operating 
finances can be eliminated from future 
City expense budgets. 

Two other important public enter- 
prises operated by the City are the 

* The alternative procedure of getting more 


from the real estate tax by lowering the State 
- equalization ratio is discussed on pp. —. 


water system and the Staten Island 
Ferry. As to these, the following lines 
of action are indicated: 


(7) Survey the finances of the water 
system to determine the rates necessary 
to meet the full operation and debt serv- 
ice costs under present cost conditions. 
Raise rates to a level sufficient to make 
the water system self-suporting. The 
City should simultaneously proceed with 
a program of universal metering as a 
means of relating water consumption 
to water charges and thus reducing 
waste.** 


Prompt action is needed to prevent 
the water system from becoming a 
heavy drain on the City. Between 1933 
and 1950-51 the water system consis- 
tently produced a surplus of revenues 
over operating costs and debt charges. 
The water system deficit for 1951-52 
was about $3.8 million, and the 1952-53 
deficit is now estimated at about $9 
million. These deficits, moreover, leave 
out of consideration pension contribu- 
tions and other items that should be 
charged against the water system. And 
increased operating expenses, the neces- 
sity of making up long-deferred main- 
tenance, and added debt service costs 
of the new water supply projects will 
produce even higher deficits in the near 
future unless water rates are raised. 


(8) Reduce the Staten Island Ferry 
deficit by about $1.2 million by increas- 
ing the passenger fare from 5 cents to 
10 cents and the fare for vehicles by 
10 cents a vehicle. 


Overnight Parking Charge— (9) Closely 
akin to utilities operated by the City is 
the service the City now provides auto- 


** By “universal metering’? we mean the 
installation of meters for all individual con- 
sumers, except where it can be shown that 
the cost of installation in relation to the rev- 
enues anticipated cannot be justified even as 
a water economy measure. 
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mobile owners in the form of free 
garage space. Overnight and all-day 
parking constitutes private use of public 
property, which has a clear money value 
to the user and at the same time imposes 
considerable added costs on the City. 
We recommend that the City adopt the 
policy of charging for this privilege, 
and that the automobile use tax be 
repealed. The City now has the power to 
impose a parking charge without fur- 
ther action by the State. A charge for 
overnight parking of $5 per month, and 
additional installation of parking meters, 
should yield about $25 million a year. 
Loss of the auto use tax (now yielding 
$8 million) will cut the net gain to 
about $17 million a year. 


Revision of State and Federal Aid 


We are convinced that any impartial 
person will recognize that New York 
City, and in some instances other cities 
of the State, are entitled to additional 
State and Federal aid, because of the 
special burdens which the cities are now 
carrying, and because of the great eco- 
nomic changes that have taken place 
since the present grant formulas were 
conceived. 


In regard to the education grant, the 
use of realistic equalization ratios in 
place of the present long-outdated ones 
would give the City more funds without 
revision of the present allocation for- 
mulas. 


We believe that the City is justified 
in asking for revisions in the State’s 
policy in the following four areas: 


(10) State aid for maintenance and 
construction of City streets and for 
traffic control. New York State cities 
and villages now receive no grants for 
street construction and maintenance 
from State highway user taxes, although 


such grants are made by 28 other states. 
We believe that the time has come for a 
revision of this policy, which will recog- 
nize that urban streets serve motorists 
generally, not just city motorists, and 
that cities and villages are entitled to a 
share of the “benefit”? taxes collected 
from motorists.* 


(11) New York City’s special school 
problems. During this period of rapid 


population movement into New York 


City from Puerto Rico and from under- 
privileged sections of this country (as 
encouraged by Federal and State poli- 
cies), the schools of New York City are 
being placed under unusual and expen- 
Sive strains for special services. State 
aid formulas for schools were never de- 
signed to meet this situation. These 
formulas were, moreover, designed at a 
time when the rural areas of the State 
were in a serious localized depression. 


An important part of this special 
school problem is the need for school 
construction caused by the rapid migra- 
tion of particular groups. This need is 
not unlike that experienced in war-con- 
tract communities, in that the need for 
construction arises suddenly and is the 
direct result of Federal policies encour- 
aging the movement of populations 
within the boundaries of the nation. 
There is a strong case for action both 
by the Federal government and by the 
State to aid those communities in the 
State, particularly New York City, to 
cope with this special problem of school 
construction. 


Our analysis** indicates that the chil- 
dren of newly arrived families impose 
a need for some 645 more teachers than 





* As previously noted, cities and villages 
have received some assistance in planning, 
construction, and maintenance of urban exten- 
Sions of arterial] highways. 


** See p. 193. 
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the normal requirement, in addition to 
more supervisory and clerical help and 
classroom space. In view of the fact that 
the extra personnel costs alone amount 
to $4 million a year, we believe that 
the State should contribute at least $5 
million a year to help meet this problem. 


(12) Higher education. We recom- 
mend that the State incorporate the 
City colleges into the State University 
system. Until such time as this change 
can be accomplished, we believe that 
the State should at least support the 
City colleges on the same basis as it 
does the Upstate community colleges. 
The State under the present general 
formula pays one-third of the operating 
costs and 50 percent of the cost of the 
school plant of the Upstate community 
colleges. New York City taxpayers pay 
all the costs of the City colleges besides 
contributing 60 percent of the costs of 
the Upstate colleges. Equal treatment 
of City colleges and Upstate community 
and State colleges would bring to the 
City additional State funds of $6 to $15 
million a year. 


(18) Health and welfare grants. We 
urge the following changes in the State 
health and welfare grant program: 

(a) Remove the ceiling imposed by 
the State on reimbursement for hos- 
pitalization of tuberculosis patients, so 
as to produce about $6 million annually 
for the City. 

(b) Modify State law and practice 
to permit State reimbursement for 80 
percent of City expenditures on hos- 
pitalized home relief cases, so as to pro- 
duce about $2 million annually for the 
City. 
| (c) Change State practice to permit 

the State to reimburse the City for 80 
percent of its expenditures on public 
home infirmary cases, so as to produce 
$1 million revenue for the City. 


(d) Clarify State law to permit the 
State to reimburse the City for 80 per- 
cent of its expenditures on day care for 
children, so as to produce about $3 
million annually for the City. 


(e) Change State law and practice to 
permit the State to reimburse the City 
for 80 percent of its expenditures on 
foster care for children, so as to produce 
about $15 million annually. 


(f) Clarify State law to permit re- 
imbursement for 80 percent of the City’s 
expenditures on _ rehabilitation and 
assistance to the homeless indigent, so 
as to produce about $1 million annual 
revenue for the City. 


The Real Estate Tax Limit 


(14) The real estate tax limit for the 
City of New York is now set at 2 per- 
cent of assessed value by the State Con- 
stitution. All other urban areas of the 
State enjoy not only the same 2 percent 
limitation for city purposes, but in addi- 
tion a further 1.5 percent* for county 
purposes; and cities under 125,000 
population with independent local school 
authorities have a further 1.25 percent 
limit** for school taxes. New York City 
is, however, not only a “city’’; it is also 
five “counties” and on top of that a 
“school district.” Thus New York is 
limited to a 2 percent real estate tax 
limit for activities that are allowed not 
less than 3.5 percent and as much as 6 
percent in other jurisdictions. 


It was to correct this undue and unique 
restriction of New York City’s taxing 
power that the Legislature at its last 
session approved a constitutional amend- 
ment fixing the New York City real 
estate tax limit at 214 percent, an in- 


* This may be increased to 2 percent with 
permission of the State Legislature. 

** It is possible to increase this limit to 
2 percent. 
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crease of one-half of 1 percent. If ap- 
proved by the 1953 Legislature and if 
ratified at the 1953 elections, this amend- 
ment would give the City an important 
new power to raise an additional $100 
million a year, presumably beginning 
with the fiscal year 1954-55. 


The Finance Project staff originally 
recommended that the tax limit for New 
York be raised not to 21% percent but 
to 3 percent, with the reservation that 
the proportion used never exceed 214 
percent save in dire emergency. This 
Committee is opposed to the higher 
figure, because we are convinced that 
the real estate tax rate, including the 
debt service levy, should not under 
present conditions in New York City be 
permitted to go above 4 percent of true 
value. Inasmuch as taxes levied outside 
the tax limit for debts and City-wide 
assessments will run around 114 per- 
cent, the maximum limit for the tax 
rate should not, in our judgment, be 
fixed at more than 214 percent. There- 
fore, we feel that the proposed 214-per- 
cent constitutional limit is as far as the 
City should go under present conditions. 


Local Income Tax for New York City 


(15) The Mayor’s Committee on 
Management Survey believes that the 
City should not now adopt an income 
tax aS a new major revenue source. 
However, if in the future, because of 
inescapable needs or the rejection of any 
considerable number of the alternatives 
listed above, the City finds that it must 
raise $100 to $200 million from new 
sources, the income tax should then 
receive careful consideration. 

It is perhaps significant that Phila- 
delphia, Toledo, St. Louis, and some 200 
other local governments have adopted 
various forms of pay-roll and income 
taxes in the past ten years. 


If an income tax is considered, we 
urge that the tax apply only to personal 
incomes, that the rate be kept low, and 
that exemptions of some amount in the 
neighborhood of $600 should be pro- 
vided for taxpayers and dependents. 
Administration and compliance should 
be simplified to the utmost. 


Tax Administration 


(16) Improved and consolidated tax 
and revenue administration offers a 
further step toward increasing the tax 
revenues of the City. 


The Finance consultants in their 
final Report, “The Financial Problem 
of the City of New York,” offer a great 
many practical suggestions, drawn from 
their survey in this City and on observa- 
tions and experience elsewhere, for 
strengthening and improving the tax 
administration of the City. We com- 
mend these to the departments and 
officials concerned. 


The next major step toward better 
tax administration, in our opinion, is 
the creation of a single consolidated 
City department for the enforcement of 
all locally administered taxes. As we 
have noted in Chapter II, it is highly 
unsatisfactory to have five different 
departments enforcing taxes, some of 
which are directly interrelated. Accord- 
ingly, we have recommended the crea- 
tion of the new City Department of 
Taxation and Finance, as described in 
Chapter II. In addition to its tax en- 
forcement functions, the Department 
would periodically publish tax statistics 
and have a small but high-level Tax 
Research Bureau. This bureau would 
gather all tax Statistics, analyze eco- 
nomic trends, and furnish technical and 
administrative assistance to the tax 
administrators, the Mayor, the Board of 
Estimate, and other responsible officials 
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concerned with the tax and revenue 


situation in the City. The staff should - 


be of the highest professional caliber, 
including both economists and tax ex- 
perts. In our judgment, such a perma- 
nent research bureau would easily pay 
for itself every year in the additional 
taxes which would be collected because 
of its analyses. Many of the recommen- 
dations presented in the Report of Pro- 
fessors Haig and Shoup suggest fruitful 
lines of inquiry for such a Tax Research 
Bureau. One of its first duties would 
be the development of analytical 
materials on State and Federal aid, to 
help the City secure the assistance from 
the Federal and State governments to 
which the City is entitled. 


We note with approval the improve- 
ments which have been introduced by 
the Comptroller in the administration 
of the sales and gross receipts tax dur- 
ing the past year. The addition of staff, 
the elimination of conflicting ‘‘outside 
work” by auditors, more adequate sala- 
ries, and other changes are all steps in 
the right direction. | 


Tax administration is one of the areas 
in which increased mechanization will 
be undertaken, in line with the recom- 
mendations made to us by Barrington 
Associates and with the plans outlined 
to us by the Department of Finance and 
the Bureau of the Budget. This program 
will be greatly aided by the consolida- 
tion of tax administration suggested 
above. 


Availability of the Listed Revenue 
Possibilities | 

The alternative revenue possibilities 
listed in the foregoing pages are not 
equally available. Some can be put into 
operation promptly by amendments or 
addition to the City laws. Others will 
- require amendment of the State Con- 


stitution, or action by the State Legis- 
lature. Thus any long-range revenue 
program must be built with a compli- 
cated time-table in mind and must be 
fitted into the known and inescapable 
revenue requirements of the City. It 
would be a serious mistake to add these 
items in a single arithmetic sum with- 
out close attention to the time schedule 
and the nature of the action required 
for adoption. For example, reliance on 
revision in State-aid formulas cannot 
be used to close an estimated revenue 
“gap” until favorable action by the 
State is reasonably assured. Any other 
course of action would be gambling with 
uncertainties on one side while facing 
inescapable cost burdens on the other, 
and thus knowingly heading into a 
budget deficit situation. We believe that 
this can be avoided by a realistic ap- 
proach to the available facts. 


To assist in this approach, we present 
in the following table certain ‘“‘availa- 
bility factors” for the various possible 
revenue measures listed in the foregoing 
priority list. This table includes only 
the items mentioned above; it does not 
include, for example, Federal aid for 
school construction or additional Fed- 
eral aid for through highways, both of 
which would require both Federal and 
State action. 


In connection with this tabulation it 
is to be noted that there are also certain 
contingent revenue reductions. If and 
when the over-night parking charge 
(yielding $25 million) goes into effect, 
the automobile use tax (yielding $8 
million) would be repealed. Similarly, 
if the pari-mutuel tax is restored, the 
race track admissions tax, which pro- 
duces some $700,000 a year, might be 
repealed. Finally, we have suggested 
that the recent increase of the tax on 
financial institutions be eliminated as 
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soon as the financial situation of the 
City permits. This would reduce the 
tax from this source by perhaps $4 
million a year. 


Some measures can be used by the 
City with no further State action. More- 
over, if the City acted promptly, they 
could be instituted before the end of the 
present fiscal year and thus accumulate 
some funds for use in 1952-58. The 
sales tax on beer could be imposed 
beginning April 1, 1953. The parking 
charge would require somewhat longer 
preparation, due to the necessity of 
working out administrative arrange- 
ments, but if action begins immediately, 
it should be possible to put the charge 
into effect by May, 1953. If this were 
done, however, it probably would not be 
feasible to collect the 1953 motor-vehicle 
tax (otherwise due by June 15), so that 
the City would not gain on net balance 
by instituting the parking charge in 
1952-53. This timing is suggested never- 
theless, in order to link the beginning of 
the parking charge with the abolition 
of the auto use tax as closely as 
possible.* Thus the parking charge 


*If the 1953 automobile tax were collected, 
and the parking charge instituted on July 1, 
motorists would have to wait until 1954 to 
get any relief from the abolition of the auto- 
mobile tax. 





_ would add, on net balance, $17 million 
to the City’s 1953-54 revenues. 


It will be noted that the annual cost 
of the proposed Stabilization Fund 
(starting with about $35 million) has 
been deducted from the estimated yield 
of the personal income tax. The deduc- 
tion will in fact be an addition to the 
expense budget, but it is here listed as 
a deduction from the income tax be- 
cause it is contemplated that the Fund 
would be set up at the time when the 
income tax goes into effect. For reasons 
stated above we are convinced that it 
would be extremely dangerous for the 
City to adopt the personal income tax 
without creating a Stabilization Fund 
at the same time. 


The table demonstrates clearly what 
a difficult task it will be to formulate a 
long-range revenue program. This re- 
sults from the facts that the nontransit 
expenditure-revenue gap is estimated 
(by The Budget Bureau) at $125 million 
in 1953-54, and expenditure require- 
ments will increase from year to year. 
And, as we have stressed repeatedly, 
the problem will be greatly magnified 
in the event of either further inflation 
or of recession and unemployment. 


CHAPTER VIII 


Policy Problems and Management 


New York City now as in the past 
faces a number of policy problems of 
far reaching importance. Several of 
these have already been reviewed in 
their management and fiscal aspects in 
the foregoing chapters of this Report. 
Others are dealt with in some detail in 
Volume II. 


While it might be interesting to dis- 
cuss the whole panorama of civic prob- 
lems, this would carry the Mayor’s 
Committee on Management Survey far 
beyond the scope of its assignment, 
which is limited to the management 
aspects involved. We would be derelict 
in our duty, however, if we did not 
assess the nature of these problem areas 
to make certain that the management 
structure and procedures which we 
recommend for the future are adequate 
to handle the work that lies ahead. 


In the discharge of this responsibility 
we list in this chapter the policy prob- 
lems which appear to us to head the list 
of the matters in need of early atten- 
tion, and in each case we briefly trace 
out how the management structure and 
procedure which we recommend in this 
Report will help to meet the developing 
problems. 


As we see the situation, there are 
three groups of major policy questions 
which may be listed as follows: 


226 


Matters relating to broad policy de- 
cisions: 
Transportation and traffic 
Slums and housing 
Development of. the Port 
Encouragment of new business 
Zoning and planning 
Taxation and finance 


Matters relating to service, mainte- 
nance, and growth: 

A clean city 

Water supply 

Public health 

Welfare 

Education 

Public recreation 

Population distribution and growth | 


Matters relating to civic life: 
Rackets control 
“Good government” 
Citizen interest and participation 
City and suburbs 


While this presents a formidable list- 
ing of the major policy questions with 
which the City government will be 
called on to deal over the immediate 
future, we venture the following obser- 
vations as to the management aspects 
involved, realizing that there are, of 
course, other and often more important 
considerations in each area which will 
have to be considered in reaching any 
final conclusion as to the proper line of 
action which should: be adopted. 
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BROAD POLICY DECISIONS 


Transportation and Traffic 


No more difficult single problem is 
faced by the City at present than the 
problem of convenient, rapid, and inex- 
pensive internal movement of popula- 
tion within the metropolis. This involves 
not only the rapid transit operation, with 
its inescapable fare problem, but also 
surface transportation, buses, taxi cabs, 
and private automobiles and trucks, and 
the gigantic problem of parking for 
cars and trucks when not actually 
in movement. Thus far, no one has pre- 
sented a solution for these problems 
within the realm of possible adoption 
in view of costs, conflicting interests, 
and other forbidding obstacles. 


Under the circumstances it would be 
tempting to avoid the transportation 
problem in this Report but for two con- 
siderations. First is the financial: a 
deficit of at least $50 million for the 
transit system for 1953-54, assuming the 
present fare and the present lines, not 
to mention the additional $73 million 
which the transit debt now takes each 
year from the property taxpayers, will 
constitute an extremely difficult financial 
problem for the City. Second is the 
series of administrative questions raised 
by transportation. For example, how 
shall we organize the government to 
direct the subways, to develop policy 
and enforce controls for traffic, to plan 
and develop facilities for parking? It is 
obvious that these questions are of such 
significance that an effort on our part 
to prescribe a management system for 
the future of New York would be quite 
inadequate if it contained no manage- 
ment structure or plan for dealing with 
these major problems of the immediate 
future, and no consideration of transit 
in connection with the fiscal program. 


To meet these needs, the Mayor’s 
Committee has undertaken three impor- 
tant studies of the situation. The first 
is the engineering survey of the opera- 
tions of the Board of Transportation; 
the second is the traffic survey of Police 
administration; the third is the fiscal 
survey of the fare problem. Several 
other studies have also touched on 
transportation and traffic matters, par- 
ticularly the study of population growth 
and shifting and the study of planning. 

In spite of these extensive and pene- 
trating studies we have not found any 
single, neat, simple solution for the 
transit, traffic, parking, transportation, 
and transit fare problems. We do not 
believe that there is any. 


Under the circumstances we find no 
adequate solution in handing this entire 
headache over to a single politically in- 
sulated “authority,” where neither the 
elected officials nor the citizens can have 
anything further to say about what is 
done. Only simple problems of govern- 
ment, largely dominated by technology 
and easily self-supporting, can be han- 
dled in this way, in our judgement. 


However, we do conclude that the 
general management system of the City 
can be much better organized for effec- 
tive action in this area. To this end we 
have recommended that: 

There be set up by law a new govern- 
mental corporation entitled “the New 
York Transportation Authority.” This 
would be an operating authority, with 
no power to incur long-term debts or 
to levy taxes directly. It would manage 
the transit system of the City as well 
as other transportation-connected facili- 
ties, such as bridges, the Staten Island 
Ferry, etc., which may be assigned to 
it for operation and maintenance. 
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The Transportation Authority would 
be directed by a part time citizen board 
appointed for overlapping 6-year terms 
by the Mayor, and administered by a 
professional general manager (to be 
paid from $40,000 to $50,000 per year) 
selected by the board. 


We also make important suggestions 
for the internal reorganization of the 
transit management and for its opera- 
tion in line with the survey recom- 
mendations of the engineers. 


We insist that the pension and other 
rights of the employees be protected by 
appropriate provisions of the proposed 
Authority Transportation Act, and that 
the Authority create a modern system 
of personnel administration and labor 
relations. 


As to transit and ferry fares, we have 
recommended that the Transportation 
Authority be given the responsibility of 
fixing fares at a point which will nor- 
mally meet the costs of ‘current opera- 
tion” as now defined by City practice, 
excluding debt service, as at present. 
However, the controlling standards to 
be set in the law would prohibit rates 
of fare higher than the costs of current 
operation including depreciation, obso- 
lescence and interest, or than rates 
which will produce “maximum revenue 
consistent with maximum use’”—a con- 
cept explained in Chapter VI. 


We think that the Authority should 
be given the power to experiment with 
lower fares for special excursions and 
in the off-rush periods, provided the 
mechanical difficulties of fare collection 
can be solved. 


Under the plan proposed by the Com- 
mittee, there would be assigned to the 
Authority revenue producing transpor- 
tation facilities other than the transit 
system. With these possible revenues 


and a rigorous program of maximum 
efficiency and elimination of unneces- 
sary and competing bus lines, it is the 
hope of the Committee that the entire 
transportation system can be made self 
supporting except for debt service, if 
not at the ten cent fare, then with a 
fare only moderately higher. 


The Committee was not able to reach 


agreement as to the best method of 


dealing with any residual deficit, which 
it hopes will not occur under its plan, 
but has presented a number of alterna- 
tive programs in the Appendix of this 
Volume. 


These matters are more fully dealt 
with in Chapter VI above, while the 
management recommendations of the 
survey engineers are summarized in 
Volume II, Chapter XI. 


As to traffic on the streets there are 
four distinct problems. First, is ana- 
lyzing traffic, diagnosing the difficulties, 
developing the remedies, and putting 
them into operation. This is traffic en-— 
gineering and installation. It has been 
assigned to the new Department of. 
Traffic. We believe this new department 
deserves full support and encourage- 
ment to go forward with its program, 
including the extension of parking 
meter installations and other parking 
controls. Our own recent experience 
confirms that of other large cities and 
the recommendations of the Interna- 
tional Association of Chiefs of Police, 
the Institute of Traffic Engineers and 
the President’s Highway Safety Con- 
ference that traffic engineering should 
have full and separate departmental 
status. Second is guiding and compelling 
the public to abide by traffic and park- 
ing rules and regulations. This is the 
enforcement task, and is assigned to 
the Police Department. We think this 
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assignment should continue exclusively 
with the police and that the recommen- 
dations of the Police Survey will great- 
ly strengthen the effectiveness of the 
Police Department in this important 
work. Third is the development of off- 
street parking, the construction of facil- 
ities and their operation. While this 
might be assigned to an independent 
“authority,” we think that this would 
be superfluous, and that it is better to 
handle the planning by the Department 
of Traffic and the City Planning Depart- 
ment, the construction by the Depart- 
ment of Public Works, and the operation 
of facilities preferably by the agency 
which operates and maintains the park- 
ing meters. We see no advantage, and 


considerable danger in breaking the 


City up into fractions to handle this or 
that activity which happens to attract 
special attention for a time, such as off- 
street parking. This is the kind of a 
problem which needs to be coordinated 
with the rest of traffic engineering, 
planning and enforcement, not some- 
thing that can be turned over in a neat 
package to some independent authority. 
Finally, there is the general problem of 
planning, zoning, and the building code. 
These are in the field of responsibility 
of the City Planning Commission and 
the Board of Estimate and should re- 
main there in our opinion. 


The traffic problem is essentially a 
problem of shifting bottlenecks. Each 
time one difficulty is “solved” the pres- 
sure is shifted to some other place, 
facility, or problem. For example, when 
we build a throughway or a bridge, we 
create problems at the approaches and 
drain passengers from the subway, in- 
creasing transit deficits. When we re- 


strict parking on one street, we increase 
the pressure elsewhere and increase 


police problems in a given precinct; 


when we raise transit fares we increase 
automobile and taxi use. Because of this 
fact no one agency can ever be given 
“complete responsibility” for the traffic 
problem, unless that agency is prepared 
to take over most of the government of 
the City as part of the bargain, and 
unless the citizens are prepared to turn 
most of the street, transit, police, zon- 
ing, tax, debt and planning and control 
problems over to such an agency. 


We do not believe that off-street park- 
ing facilities adequate to meet the major 
needs of the City can be entirely self- 
supporting. Some forms of subsidy will 
apparently be required before we can 
solve the problem in any reasonable 
measure. It seems to us appropriate to 
use for this purpose net revenues from 
the parking meters as well as revenues 
derived from gasoline or other taxes 
on the motorist, in recognition of the 
fact that car storage is directly related 
both to car ownership and to car use. 
However, we call attention to the fact 
that activities which have to be subsi- 
dized can be subsidized directly from 
the general fund just as easily, pro- 
vided the otherwise earmarked revenues 
flow into the general fund. The advan- 
tage of covering the revenues into the 
general fund and then appropriating 
the subsidies, is that the subsidies thus 
come under annual review in relation 
to all other activities needing City sup- 
port. Where the revenues are earmarked 
and spent without such review, an au- 
thority can determine what to spend 
the “surplus” on without the normal 
controls and comparisons. 


-We note also that off-street parking 
facilities will confer a distinct benefit 
on the surrounding property and that 
there is thus considerable justification 
for meeting part of the costs of such 
facilities as a local benefit assessable 
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against the benefited property. Clearly, 
adequate and reasonable parking will 
confer important commercial benefits, 
especially in the shopping and amuse- 
ment centers, for which the benefited 
property would presumably be happy 
to make a reasonable contribution. This 
should now be explored. 


The major management improvement 


which we have presented affecting traf- _ 


fic and transit is our reorganization and 
strengthening of the top management 
of the City. With this strong govern- 
mental directorate, we will have not 
only the technical competence which 
will come from the new Department 
of Traffic, the proposed Transportation 


Authority and the greatly strengthened. 


enforcement service of the Police De- 
partment, but at the top, in the Office 
of the Mayor and the Director of Ad- 
ministration a new effective leadership 
for co-ordination and action. Under the 
leadership of the Director of Adminis- 
tration it may be desirable to establish 
an interdepartmental working group 
representative of the agencies which 
are directly concerned with traffic and 
transportation. 


With such a strong management set- 
up, we feel confident that everything 
possible will be done to go forward with 
plans, programs, and action looking 
toward the gradual solution of the traf- 
fic and transportation problem of the 
City. While we do not here propose pre- 
cisely what shall be done, or how it shall 
be paid for, we do suggest how the an- 
swers for these difficult problems may 
be developed and applied. This is all 
that can be asked of a management 
committee. 


Slums and Housing 


The people of New York City and 
their responsible leaders have recog- 


nized that obsolete and ramshackle 
housing is bad for the City in every 
way. To meet this unavoidable chal- 
lenge, tremendous efforts have been 
directed at slum clearance, new hous- 
ing, renovation, and preventing future 
slums. As a result of these efforts— 
public, civic, and private—a great deal 
of solid progress has been made. More 
has been done in New York City than 
in any other big city in the country, 
measured either in total number of 
housing units constructed or in terms 
of the percentage of units involved. 
Since the War, not less than 79,000 
people have been housed in the City’s 
low-rent housing projects. Another 
15,220 units are now underway, or 
partly completed, designed for 57,500 
persons. And accommodations for an- 
units have been built, are under con- 
other 85,500 are under contract or def- 
initely planned at the present time. 


Temporary housing for veterans’ 
families accommodating almost 50,000 
was established by the City with Fed- 
eral and State aid. 


For the intermediate rent group only, 
there has been built, or is being built, 
a further 52,000 units, including the 
cooperatives, and the limited dividend 
and redevelopment projects. Some of 
these receive Federal or City aid, or 
both. 


Accommodations for 325,000 people 
have been made available in the City 
through the F. H. A. guarantees for vet- 
erans and others. 


In all, 200,000 permanent housing 
units have been built, are under con- 


struction, or are planned for immediate 
construction. 


The City Construction Co-ordinator 
has recently stated that $2 billion of 
new public and quasi-public housing will 
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have been completed since 1945 when 
the existing program is completed. 


From the management standpoint the 
City of New York is thus engaged in a 
truly stupendous enterprise in the hous- 
ing field. As it was said in the Bedford 
Avenue Fire Report :* 


If it is to be the City’s fixed policy 
actually to rebuild these slum areas 
without complete disruption of liv- 
ing, transportation, schools, utilities, 
and business, without destruction of 
taxable values, and as fast as the 
stubborn resistance of a long estab- 
lished City with powerful vested in- 
terests will. permit, we are indeed 
launched upon one of the most ambi- 
tious enterprises of our time. 


Some concept of the size of the work 
that still remains to be done may be 
gained from the statement that there 
are now one thousand acres of sub- 
standard housing in the City, or enough 
to fill every square foot of Central Park 
from curb to curb. And it must be re- 
membered that this is a problem which 
never stands still. With each passing 
day, every structure in the City is one 
day closer to obsolescence. The acceler- 
ated rate at which neighborhoods are 
becoming blighted, and the flight of 
middle income families from the City 
are of special concern. There is no 
stopping the march of the slums—ex- 
cept by everlasting organized pressure 
for modernization. 


The agencies now concerned with this 
housing and slum clearance program 
include Federal, State, and local agen- 
cies. Among those of the City we have 


the New York City Housing Authority 
and the Departments of Housing and 





*See “The Fire at 1101 Bedford Avenue, 
Brooklyn,” a report of the Mayor’s Special 
Committee on the Fire at 1101 Bedford Avenue, 
Brooklyn, and on Remedies for Slums, p. 3, 


Buildings, Fire, Health, and Welfare 
and the Mayor’s Committee on Slum 
Clearance Plans. The City Construction 
Co-ordinator is the co-ordinating and 
driving force and serves to give more 
central leadership in this program than 
is found in any other field which is 
similarly dispersed among many inde- 
pendent administrative units. 


For the future, it is the view of the 
Mayor’s Committee on Management 
Survey that the slum clearance and 
housing programs must continue to be 
extremely important City programs, 
and that it will still be necessary to 
perform the central co-ordinative and 
energizing function now handled by the 
Construction Co-ordinator, as not less 
than five major City agencies and the 
State and Federal governments will 
continue to be engaged in the work. 
Consequently, the governmental struc- 
ture which we have provided recognizes 
these important management factors 
and continues this important responsi- 
bility directly in the Mayor’s office, 
where it would be handled by a special 
assistant of the Director of Adminis- 
tration. This function will continue to 
require a small, highly competent staff, 
as at present, and solid top-side backing 
of the most vigorous sort. 


The Mayor’s Committee on Slum 
Clearance Plans now consists of officials 
of various operating agencies of the 
City. Ultimately, it should be a perma- 
nent statutory agency or authority 
whose operations would be tied in 
closely with the long range planning 
function of the City Planning Commis- 
sion. In the light of the difficulty of 
relocating families displaced from the 
sites of public housing projects, urban 
redevelopment projects, schools, high- 
ways, and other public improvements, 
Wwe recommend consideration of the 
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establishment of one official agency 
charged with responsibility of assisting 
families to find adequate housing. 

It should also be noted that the 
Mayor’s Committee on Management 
Survey, as the result of its study of the 
Worden & Risberg Report on regula- 
tory, inspectional, and licensing activi- 
ties,* was convinced that the inspectional 
services in the Department of Housing 


and Buildings should be strengthened ~ 


and reorganized some time before the 
Bedford Avenue Fire shocked the City 
into a realization of the dangers which 
were being run through the neglect of 
this activity, under obsolete adminis- 
trative machinery, inadequate budget 
provisions and a bad distribution of re- 
sponsibilities and powers. 

Furthermore, among the projects 
which we contemplate will be given 
more vigorous attention by the City 
Planning Commission and by the Di- 
rector of the Budget are the advance 
planning and the fiscal aspects of the 
housing program. Continuing market 
analyses by the City Planning Com- 
mission of the City’s housing needs in- 
cluding studies of population trends, 
migration in and out of the City, the 
housing problem of racial minorities 
and other relevant factors by the City 
Planning Commission could pave the 
way for its recommendations from time 
to time as ‘to the size and types of 
housing programs by public agencies 
and public builders. These could be 
directed not only to meeting housing 
needs numerically but to the creation 
of balanced neighborhoods. 


Thus we believe that the management 
system which we propose will not only 
carry forward the slum clearance and 
housing program, but will add to its 
effectiveness for the future. 


~ * See Volume II, Chapter VII. 
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Development of the Port 


It has been estimated that the port of 
New York brings to this area not less 
than 10 percent of the wealth which 
flows to New York because of service 
performed for the outside world. From 
the standpoint of government this is 
tremendously significant, because of all 
the businesses of this town no business 
is so dependent upon the City govern- 
ment as is the port. The City owns and 
leases three-fourths of the developed 
dockage of the port; the City polices 
both the harbor and the water front; 
the City extends fire protection; the 
City safeguards health ashore and fur- 
nishes water and other services, without 
which the port could not operate. And 
finally, much of the movement of traffic 
from the docks is controlled and facili- 
tated by the City. 


In certain aspects of port develop- 
ment and control, other agencies are 
also at work, particularly the U. S. Gov- 


ernment, the States of New York and 


New Jersey, the Interstate Sanitary 
Commission, and the Port of New York 
Authority. District Attorneys, grand 
juries, and crime commissions have also 
entered the picture from time to time. 


While the port is a complicated prob- 
lem and an involved situation, it is clear 
that the government of the City of New 
York must be prepared to do its part 
of the work effectively and efficiently. 
This poses another important problem 
of general management. 


When we turn to examine the prob- 
lem of City management in its relation 
to the development of the port, we find 
an unsatisfactory situation. Nobody can 
be held responsible by the Mayor for 
effective action, and his office is too 


busy to take charge directly. Over two — 


| 
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years ago the Mayor’s Committee on 
the Port of New York went to work 
under the general direction of the then 
President of the City Planning Commis- 
sion. This committee was divided into 
various subcommittees, some of which 
have submitted valuable reports and 
suggestions on limited aspects of the 
port problem. A further program has 
recently been presented for public con- 
sideration by the Commissioner of Ma- 
rine and Aviation, and, from a different 
point of view, the State Crime Commis- 
sion is now likely to come forward with 
its constructive program. 


In view of the assignments to other 
committees, the Mayor’s Committee on 
Management Survey has refrained from 
any new survey of the City govern- 
ment’s part in port administration. 
Nonetheless our major management 
recommendations are designed to have 
an important effect on the development 
of the port. 


In our judgment, two chief obstacles 
have prevented action by the City to 
modernize its port administration: (1) 
The inability of the top management of 
the City to devote its attention even to 
some of the City’s major problems, be- 
cause the top management is bogged 
down in “emergencies” and current 
events and cannot get around to other 
long-range problems; and (2) the fi- 
nancial situation and the difficulty of 
doing anything which will require addi- 
tional appropriations or debts. The two 
are of course interrelated. 


If this diagnosis of the situation is 
correct, then our two major recommen- 
dations—those having to do with the 
reorganization of the top management 
including the Office of the Mayor, so 
the work can be handled, and the plac- 
ing of the City on a sound fiscal basis 
-—will together go a long way toward 





making it possible for the City to deal 
effectively with the problems of the 
development of the port. 


Encouragement of New Business 

Virtually every energetic community 
is looking for new business. Usually the 
local banks, hotels, merchants, and real 
estate dealers are the prime movers, al- 
though newspapers, civic groups, schools 
of business, and the local chambers of 
commerce also take part in the effort to 
attract visitors, conventions, and per- 
manent investors, particularly those 
wishing to establish factories. 


In about half the states, state agen- 
cies, like the New York Department of 
Commerce or the Tennessee State Plan- 
ning Commission, are actively engaged 
in advertising the advantages of loca- 
tion within the state, in helping new 
businesses to find suitable locations and 
existing businesses to find profitable 
new lines of activity, or to solve pro- 
duction, supply, or other difficulties. 


In some communities, mostly in the 
South, special inducements are offered 
to “new business” locating within the 
community, including capital for fac- 
tories and various sorts of tax exemp- 
tion. These latter inducements are less 
common than they were, as experience 
with such offers has not been too happy. 

In most cities this task of attracting 
new business is handled by voluntary 
agencies, especially the chambers of 
commerce. 


New York City is one of the few loca] 
governments which have set up an offi- 
cial governmental agency for this as- 
signment, namely, the Department of 
Commerce. Also in New York there are 
an independent and effective semipublic 
corporation, the New York Convention 
and Visitors Bureau, Inc., supported by 
both public and private funds, and a 
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number of the best known voluntary 
commercial and industrial associations 
in the United States. The results of all 
this effort are already impressive, al- 
though it is not difficult to suggest other 
lines of activity for development. 


As was stated in a recent report of 
the Department of Commerce: 


. . . the Department has performed 


such continuing services as the co- . 


ordination of motion picture and tele- 
vision production; the development of 
new business sources for small com- 
mercial and industrial firms through 
the Business Procurement Bureau; 
liaison between the business com- 
munity and the City, State, and Fed- 
eral governments; general civic and 
industry-wide promotion; and public 
information on commercial, indus- 
trial and kindred matters. 


From the management standpoint the 
“liaison” between business and the City, 
extended especially to the motion pic- 
ture and television producers, deserves 
more than passing mention. In this area 
it was found that the producers could 
not operate in New York City because 
of the maze of antiquated and unrelated 
controls exercised and permits required 
by various departments and bureaus. 
These could not be straightened out 
until an independent City agency, with 
the special backing of the Mayor, nego- 
tiated agreements between the depart- 
ments concerned to operate on a modern, 
reasonable, and co-ordinated system in 
dealing with the motion picture and 
television producers. Part of their prob- 
lem was met. 


While the solution of this problem for 
one business is a fine achievement, the 
underlying conditions of the past still 


face all citizens equally and highlight. 


the importance of the central manage- 
ment reform to which we have called 
attention in this Report. 


The lack of modern regulations is 
bad management; the lack of co-ordina- 
tion is bad management; the failure of 
the licensing officials to take an interest 
in the problems of the public, and to 
initiate reforms in their own work, is 
bad management; and, finally, it might 
be observed that the correction of such 
management breakdowns is not a task 
for a new, independent, outside agency, 
but for the central management of the 


City. 


The Mayor’s Committee on Manage- 
ment Survey did not make a detailed 
review of all the past and current activ- 
ities of the Department of Commerce, 
but we have examined the reports of 
the Department, talked with the officials, 
and gathered the views of many compe- 
tent and unbiased individuals. The pur- 
pose of this inquiry has not been directed 
at determining the appropriateness or 
the effectiveness of the work carried on. 
As a management committee, we are 
concerned solely with one question: 
Should the City of New York have a 
department devoted to business stimula- 
tion and tourist attraction and give fi- 
nancial support to these ends? 


Our answer to this question is in the 
affirmative, with reservations. We think 
that New York City should have a de- 
partment of the City government de- 
voted to the specific interests of busi- 
ness and the visitor, and we think that 
the City should encourage and support 
the Convention and Visitors’ Bureau. 


However, the present programs and 
plan of organization are not, in our 
judgment, satisfactory or adequate. 
This is shown especially by the lack of 
team work between the City Depart- 
ment and the various local voluntary 
agencies and associations which are con- 
cerned also with aiding business and 
attracting new enterprises to the City. 
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In all candor it must be recognized that 
the voluntary organizations are inclined 
to be aggressive, competitive, and jeal- 
ous of the activities of the City Depart- 
ment. This is inherent in their structure 
and support. Under the circumstances it 
is important for the public agency to 
tailor its program not to “claim credit” 
but to arouse co-operation. From the 
management standpoint this need would 
seem to indicate the advisability of es- 
tablishing a large and representative 
citizen advisory group and a small 
“strategy”? committee. We have no illu- 
sions that this will end all competition, 
but we believe that a high level of quiet 
lay and professional leadership fur- 
nished by the City might make a dis- 
tinct contribution toward this end. 


It is evident also that certain activi- 
ties designed particularly to appeal to 
vacationists and sightseers, which have 
been found highly productive in other 
communities, have been largely over- 
looked in New York. 


It is our conclusion that the present 
Department of Commerce should be 
discontinued, in view of the City’s fi- 
nancial situation, without prejudice to 
its re-establishment in the future when 
the City budget can stand it and a more 
promising program for joint City and 
civic action can be developed. 


Zoning and Planning 


Closely related to port development 
and the attraction of new investment 
and new business is the necessity for 
keeping up-to-date the general zoning 
and planning of the City. This program, 
with its component of land-use-control, 
constitutes not only the general pattern 
of the City’s own development plans but 
also, of greater significance, the pattern 
within which private investments in 
‘housing, business, and manufacturing 


are channeled. It is a dangerous thing 
to let City plans and zoning controls. 
drift into obsolescence, because this 
robs the private builders of any con- 
fidence in the future and spreads the 
blight which arises from fear and un- 
certainty. 


Fortunately for New York, the City 
Planning Commission and the Board of 
Kstimate are even now engaged in con- 
sidering a new zoning ordinance, based 
on a fresh and comprehensive land-use 
survey. We take no position on any par- 
ticular ordinance here, except to state 
that early action on some such new 
ordinance is imperative. Furthermore, 
as indicated in the Report on planning, 
summarized in Chapter V, Volume II 
of this Report, we urge that a much 
more vigorous effort be made to devel- 
op the foundations of master plans for 
the City. It is obvious that this program 
will involve important considerations 
for governmental organization and 
management. 


From the management. standpoint 
Wwe are convinced that great improve- 
ment can be made in the planning activ- 
ities of the government of New York 
City. In a word, the new management 
system which we present contemplates 
that the specific programs with all their 
technical details will be developed in the 
departments, not in the Planning Com- 
mission, and that the Planning Commis- 
sion will then direct its full energies 
to the co-ordination of these plans, the 
development of ‘master plans,” and the 
making of researches, or the conduct of 
services, which would otherwise be 
either neglected or duplicated. 


Under these concepts the Planning 
Commission would also serve the 
Mayor’s Office and the Board of Esti- 
mate more directly than now as the 
chief advisor on developmental plans 
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in their over-all aspects. A representa- 
tive of the Planning Commission should 
sit with the Board of Estimate at all of 
its sessions, as does a representative of 
the Bureau of the Budget. 


The major weakness of the planning 
operation of the City government has 
been the fact that the top management 
of the City has been so overwhelmed 


with day-to-day emergencies that the - 


Mayor and his chief advisors have sel- 
dom had the time to talk with the City 
Planning Commission and fully ex- 
change views. As a result, the Commis- 
sion has operated pretty much in a vac- 
uum, seldom called in until it was too 
late to be of much influence, and seldom 
afforded the chance to make the specific 
studies needed for a given situation. 


With the reforms we have suggested 
in the Office of the Mayor, in the City 
Planning Commission, and in the de- 
partments, we believe that the obstacles 
to effective planning action will largely 
disappear. 


Taxation and Finance 


The City of New York has been living 
under a serious financial strain since its 
budget was thrown out of kilter chiefly 
by the inflationary spiral following 
World War II and by the forces dealt 
with in Chapters I and VII above. This 
financial crisis in no way reflects upon 
the stability of the City’s credit, but 
primarily upon the failure of the City’s 
taxes, revenues, and financial institutions 
to keep up with changing economic con- 
ditions. For these reasons no City prob- 
lem has been given more attention by 
the Mayor’s Committee on Management 
Survey than the problems. of finance. 
Chapter VII above presents our obser- 
vations and recommendations. A sum- 
mary of the very comprehensive report 
of the consultants who covered this 


field is presented in Chapter IV in Vol- 
ume II. Furthermore, the voluminous 
Report of the consultants has been put 
into print because it seemed to us that 
the basic source materials should be 
made available, inasmuch as taxation is 
not the kind of a problem which is dis- 
posed of merely by the statement of con- 
clusions. While we present our own 
recommendations in Chapter VII, we 
recognize that others may reach differ- 
ent conclusions from the same source 
materials. 


From the standpoint of management 
we wish to emphasize the following 
eight points: 


(1) Decisions on tax policy are 
truly “political” in nature, that is, 
they relate to high policy. While re- 
search and analysis are essential they 
do not lead to a single inevitable con- 
clusion. Therefore, all that research 
and management engineering can do 
is to see that: (a) the pertinent facts 
are presented; (b) the machinery of 
decision is businesslike and demo- 
cratic, with adequate chance for reac- 
tion by the public and the affected 
interests; (c) vulnerable tax sources 
are adequately protected against un- 
fair discrimination; (d) the admin- 
istrative requirements are given due 
attention; and (e) sound fiscal and 
budgetary procedures are adhered to 
rigidly. 

(2) The tax and revenue system of 
the City of New York is in the main 
determined in great detail by the 
State of New York and is conditioned 
by the tax system of the Federal gov- 
ernment. There is little “home rule” 
in taxation. While there are limits to 
the possible extent of home rule for 
city tax systems, the situation in New 
York can be improved along the lines 
we have recommended. | 


(3) For this very reason State aid 
must be considered not solely in rela- 
tion to the specifie service aided, such 
as education, health, hospitals, hous- 
Ing, highways, or welfare. State and | 
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Federal aid are a part of the total 
fiscal system. Viewed in this light, the 
exact payments may well be read- 
justed with the passage of time along 
different patterns than at present, 
should this prove desirable. While 
State aid is a useful device initially 
in getting some localized service es- 
tablished in accordance with State or 
Federal standards, the long-range 
result is primarily to shift the tax 
burden from locally administered to 
State administered, or Federally ad- 
ministered, types of taxes. 

(4) Good administration becomes 
of the greatest importance, particu- 
larly when tax burdens mount in size. 
Any tax which cannot be adminis- 
tered fairly or economically by the 
City should be used by the State or 
the Federal government and used to 
finance State and Federal aid. 

(5) The present New York City 
tax system, because of its heavy de- 
pendence on the real estate tax and 
~ other fixed revenues, is not respon- 
sive to inflationary cyclical forces and 
is not designed to collect from the 
commuters any fair contribution 
toward the City services which they 
require and enjoy. 

(6) If taxes are adopted which are 
cyclically sensitive, such as the in- 
come tax, and if the retail sales tax 
is maintained as a permanent ele- 
ment of the City tax system, it is 
essential to insure the City against 
deflationary forces by the creation of 
a carefully protected “stabilization 
fund.” 

(7) There is nothing like “direct 
taxation” to develop and maintain a 
high level of public concern for the 
tax burden and for those items of ex- 
penditure which go into the expense 
budget. 

(8) As seen in Chapter VII above, 
nothing short of a drastic downward 
modification of governmental stand- 
ards and a postponement of the effort 
~ to deal with the many policy problems 
listed in this chapter can prevent a 
large increase in total tax burdens. 
This fact makes of extreme urgency 
both the recommendations which we 
offer on finance and the recommenda- 


tions we offer on improvements in 

City management and organization. 

It will be seen that our management 
recommendations in other chapters of 
this Report have been designed to rec- 
ognize these factors. The structure of 
government we have recommended will 
not necessarily solve the problem of 
taxes, but it will make certain that solid 
research and full discussion, in the light 
of the best standards of public finance, 
will enter into the decisions which lie 
ahead. 

Extensive attention is devoted to the 
problems of administration, particu- 
larly to the qualifications and salaries 
of tax officials, and to the increase of 
the efficiency of the tax assessment and 
collection process. 

We have given major attention to the 
subject of strengthening budget man- 
agement, and have proposed a new phil- 
osophy for the City budget system 
under which a modern program budget 
will take the place of the outmoded line- 
item budget, which is now hampering 
the responsible management of the de- 
partments. This transition to a program 
budget is in accord with our general 
management recommendations, under 
which the central government of the 
City will become the top management 
of a great, modern, governmental “di- 
rectorate,” and the several departments 
will become responsible and largely self- 
contained operating entities. The new 
and extensive central controls which 
will be developed under the management 
system which we propose will, in our 
judgment, establish far more effective 
budget control over the activities of the 
departments than we now have, and 
they will also give the departments new 
incentives for effective and _ efficient 
management. The new program budget 
system is extensively discussed in Chap- 
ter V above. 
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Our studies and conclusions deal also 
with fiscal relations with the State and 
Federal governments, and suggest how 
these relationships may be reviewed and 
improved in the future. It is our conclu- 
sion that the State should now under- 
write the City more extensively on 
certain matters, particularly in securing 
an adequate contribution from the 
motorist. However, in the main, greater 


home rule in taxation would be better — 


than more State aid. The annual appli- 
cation to the State for financial salva- 
tion not only divides responsibility but 
makes prudent budgeting and long- 
range planning impossible. 


It will be noted that our reeommenda- 
tions and suggestions on increased 
charges for utility services and for 
licenses, fees, and permits follow the 
policy of charging the users for the 
benefits they receive at cost, except 
where there is a strong social or eco- 
nomic reason for charging more or less 
than such a principle would require. 
Wherever such a service-at-cost policy 
is applicable, it is in our judgment very 
important to keep municipal charges 
continually revised to meet current 
costs. This requires continuous atten- 
tion in times like the present. 


The Committee has opposed the adop- 
tion of personal and corporate income 
taxes aS a major new revenue source 
by the City of New York. On the recom- 
mendation of our Headquarters Staff, 
we have, however, examined the various 
forms of income tax now being used 
by many cities in Pennsylvania, Cali- 
fornia, Ohio, and Missouri, and we have 
suggested how such a tax might be 
worked out for New York City on a fair 
and equitable basis, in the event that 
such a tax is needed and justified at 
some future time. As a part of any such 


development we present the outline for 
a Stabilization Fund to insure against 
the reduction of tax yields in a depres- 
sion, not only for the income tax but 
also for the sales and gross receipts 
taxes, which are equally sensitive to 
cyclical changes. We do not believe that 
the City should rely on such variable 
taxes unless an adequate Stabilization 
Fund is created at the same time. 


Finally, we have leaned in our reve- 
nue recommendations toward the ex- 
pansion and continuation of highly 
visible and direct taxes as a method of 
encouraging citizens interest in budget 
problems. In this connection we call 
attention to the great importance to the 
City of New York of watching with the 
utmost care its indirect business taxes, 
particularly upon those businesses 
which are in close competition with 
businesses in other tax jurisdictions. 


“The power to tax involves the power 
to destroy,” as Chief Justice Marshall 
observed in McCullough vs. Maryland. 
And nothing is so quickly destroyed as 
competitive business when touched by 
heavy and discriminatory tax burdens 
which can be avoided elsewhere. Since 
many of the businesses of New York 
are highly competitive in character, it 
becomes a matter of the greatest con- 
cern for the economic well-being of the 
City to take care that the financial prob- 
lems of this City are solved not only 
prudently with reference to the total 
tax burdens which are assumed, but 
wisely with regard to the burdens which 
are placed on the business activities of 
the community, particularly those which 
bring wealth into the community and 
are therefore by definition in competi- 
tion with outside enterprise. This course 
of action presses us toward the reduc- 
tion of the total tax load, but also 
toward great care in the distribution of 
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that load, particularly as it bears on 
external-competitive enterprises. 


However, the need for government 
and for service, and the requirement of 
high standards, presses us also toward 
high budgets and therefore high taxes. 


This is always the dilemma of the 
City budget. Finance thus becomes the 
great common denominator of the prob- 
lems of the government of the City. 
There is no urban difficulty which could 
not be solved in time if the taxes were 
available. With restricted resources, 


true progress can be made only by di- 
recting those resources into top priority 
requirements, particularly into activi- 
ties which tend to raise the level of 
income in such a way as to create the 
wealth which will discharge the obliga- 
tion assumed. 


While this is an obvious remark and 
a universal goal, it is a difficult rule to 
apply. Its application depends in part on 
the structure and the procedures of gov- 
ernment and thus leads again directly 
into the field of management. 


SERVICE, MAINTENANCE, AND GROWTH 


A Clean City 


There are few sources of community 
irritation and disgust so widely or bit- 
terly condemned as the dirt of the 
streets we walk, of the public vehicles 
we ride, of the air we breathe, and of 
the river and harbor around us, which 
should be instead a matchless source of 
recreation and enjoyment. All this filth 
is man-made and can be ended by man. 


~ At long last the public is now stirred 
up to demand a change. This is for- 
tunate, because the public itself is the 
primary culprit; and the major reform 
needed on the streets and in the parks 
is a change in public habits and stand- 
ards of decency. 


Air and river pollution is another 
problem, but there too the first steps 
have been taken and sustained by the 
courts, and we know that pollution can 
be eliminated at a price which is not 
prohibitive, provided only there is a 
determination to enforce compliance. 

The aspect of greatest difficulty is 
caused by continuous street parking, 
which makes street cleaning. prohibi- 


tively expensive. We know, however, 
that this too can be solved as soon as 
half the parked cars are off the streets. 


From the management standpoint, it 
is, of course, inevitable that many inde- 
pendent agencies will each have a part 
to play in keeping the City clean and 
in preventing air and river pollution. 
Not less than 20 departments and agen- 
cies are concerned. The major agencies 
are: the Departments of Sanitation, 
Health, Police, Parks, Public Works, 
Housing and Buildings, and Air Pol- 
lution Control; the offices of the five 
Borough Presidents; the Interstate San- 
itation Commission; and agencies of 
the United States Government which 
operate in the harbor, and of the States 
of New York and New Jersey which 
are concerned with the Hudson and 
other rivers and waters. Even the State 
Public Service Commission, the Federal 
Interstate Commerce Commission, and 
the United States and State courts 
become involved, and the City building 
codes play their part, as well as the 
Board of Transportation, with its cars, 
buses, and power plants, and the City 
Housing Authority with its apartments. 
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The newest of these agencies of con- 
trol are the Departments of Air Pollu- 
tion Control and the Interstate Sanita- 
tion Commission, which are struggling 
to improve the air and the rivers and 
harbor, respectively. 


Finally, almost every City depart- 
ment has its own heating and power 
installations and the attendant smoke 


pollution problems, as noted in the fuel — 


survey undertaken for the Mayor’s 
Committee on Management Survey by 
Percival R. Moses & Associates. 


From this recital it is clear that New | 


York City is not lacking in official 
agencies which are involved in the prob- 
lem of pollution and City cleanliness. 
There are plenty of agencies. The diffi- 
culty is, we are convinced, due to these 
factors: 


(1) The relative newness of the 
attack on the problems involved. Not 
long ago, billowing smoke from indus- 
trial chimneys was considered a fine 
proof of prosperity! And the “‘effi- 
cient” factory was dumping its wastes 
into the nearest river or harbor with- 
out a qualm, as was the City of New 
York itself. 


(2) The expense, public and pri- 
vate. Now that the engineers are 
learning how to eliminate the causes 
of pollution and filth, it is found that 
the modernization of old power plants, 
incinerators, heating systems, factor- 
les, shipping, and all other offending 
structures is a matter of considerable 
financial outlay. The cost factor pro- 
duces a great deal of entrenched 
opposition to the elimination of pollu- 
tion, and similarly the transit deficits 
leave the Board of Transportation no 
funds with which to modernize their 
power plants or to clean their cars 
and stations more adequately. 


(3) The virtual impossibility of 
cleaning streets which are used night 
and day for permanent parking, and 
the prohibitive cost of cleaning such 
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streets where mechanical equipment 
cannot be used. Because of this, the 
parking problem has become a major 
element in condemning the City to 
dirty streets. 


(4) The economic limitations and 
cultural immaturity on the part of 
over a million new migrants and the 
difficulties under which they are now 
living, due in part to the obsolescence 
of the housing which they occupy. 


(5) The administrative confusion 
and the lack of consistent direction 
which would produce co-ordination 
of the various programs. 


It is precisely at this point that the 
Mayor’s Committee on Management 
Survey endeavors to make its contribu- 
tion to the situation. The thing that is 
now needed, in our judgment, is not 
more departments or bureaus, or greatly 
enlarged appropriations, except possibly 
for the new Department of Air Pollu- 
tion Control. What is needed is better 
team work, better directed public edu- 


cation, better official and community | 


backing for enforcement, and a clearer 
line of official policy, enforced from top 


to bottom of the governmental structure. 


The major management recommen- 
dations of this Committee, it will be 
noted, are aimed directly at this prob- 
lem of unity of direction, co-ordination 
of effort, and consistency of policy. The 
management program we present will 
thus eliminate the conflicts, give to all 
the agencies a consistent policy line, 
and turn them loose to do a more effec- 
tive job with the development of clean- 
liness and the elimination of pollution. 
As in certain other fields of City action, 
it may well be that these fundamental 
changes in the management structure 
and procedure will do more to advance 


the service program than any other — 


single improvement. 


So ee eS eat 
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Water Supply 


When this Committee was established, 
the City was in the final stages of the 
1949-1950 water shortage. During this 
crisis both the City and various civic 
groups endeavored to find solutions for 
the water supply problem, the Com- 
missioner of Water Supply , Gas and 
Electricity was engaged in his highly 
successful water conservation program, 
and a rain-maker was seeding the clouds 
over the watershed hoping to produce 
more water than law suits. 


In the midst of this situation the 
Mayor asked his Committee on Manage- 
ment Survey to examine the various 
conflicting suggestions which had been 
presented to him and to advise him as 
to what course of action he should 
follow. 


This assignment brought the Com- 
mittee directly into the policy discussion 
as to future water supply matters. In 
this case the Committee was concerned 
both with the policy questions and with 
the management aspects. Looking into 
the future, when it is expected that the 
supply problems will be settled, the 
major questions will revolve about the 
management aspects of water supply. 


The major water supply policy prob- 
lem for New York City is not mountain 
water versus river water. The real issue 
is this: Should the City build any new 
major water supply source at the 
present time? 


We say this because the known leak- 
age and needless waste is at least 150,- 
000,000 gallons a day. This is as much 
water as would be produced by the 
Cannonsville Project advocated by the 
mountain water enthusiasts, and more 
_ than would be pumped from the Hudson 
. by the river water project. 





It is therefore the conclusion of the 
Mayor’s Committee on Management 
Survey that the first thing to do is to 
stop the leaks, bring needless waste 
under control, and proceed with a vig- 
orous policy of bringing all water under 
metered consumption wherever this can 
be done economically. 


Second, we urge that the City secure 
the necessary permission from the 
United States Supreme Court to take 
additional water from the Delaware 
River, so that there may be no long 
delay with this construction if and when 
it is needed. 


Thirdly, we recommend that the City 
now begin a serious engineering study 
of the proposed Hudson River source, 
so that the City can proceed with such 
a project if and when the need arises. 
The studies made heretofore do not meet 
the requirements of the situation as we 
see them. What is required for the 
Hudson project is a series of detailed 
engineering studies, including system- 
atic and continued water sampling, rock 
borings, elevations studies, and other 
explorations similar to those conducted 
in connection with the development of 
the Cannonsville project over the years. 
Without such detailed engineering stud- 
ies, which have not yet been made, the 
City is neither in a position to reject 
the project nor to know what it would 
cost to do the work if and when it is 
given serious consideration. In our opin- 
ion, the failure to make such studies 
is proof that the Hudson project is not 
being given the consideration which it 
deserves. 


And, finally, we recommend that en- 
gineering studies be now undertaken 
looking toward the complete filtration 
of the City’s water supply. This would 
be highly desirable, although it is not as 
yet a dire necessity. However, if the 
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City were urged to undertake made- 
work activities and funds were available 
for such work from the State or the 
Federal governments, few projects 
could go forward more promptly or use- 
fully than the installation of filter 
works, particularly as a site for such a 
filter plant was acquired for the pur- 
pose many years ago. 


These recommendations will require 
two new or strengthened divisions 
within the Departments of Water 
Supply, Gas & Electricity—one to deal 
with leaks in the City distribution 
system and one to deal with meter 
installations. 


We do not endorse the recommenda- 
tion submitted to us for the immediate 
abolition of the Board of Water Supply, 
as this agency will be required until 
about 1960, not only to conduct the ap- 
propriate engineering studies which we 
have recommended but also to stand by 
until the results of leakage and waste 
control are more clearly evident. If at 
that time it is clear that further expan- 
sion of water supplies are not needed, 
then the time will come to discontinue 
the Board, its job having been com- 
pleted. 


The Board of Water Supply was cre- 
ated to keep the City supplied with 
water. Its operations have been a tre- 
mendous success. Only once has the 
City been short of water and that was 
in 1949, when a threatened but not too 
serious shortage developed due to the 
long War-time delay in the completion 
of water works already under develop- 
ment on schedule. While the City owes 
the Board of Water Supply a great debt 
of gratitude, the Board should not be 
kept alive once its work is done. Appar- 
ently this point will be reached during 
the next decade. 
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Thus in the field of water supply and 
distribution, our management recom- 
mendations deal first with the policy 
problem involved, second with the im- 
mediate functional and organizational 
changes called for, and finally with a 
long-range matter, the abolition of the 
Board of Water Supply when its con- 
struction duties come to an end. 


_ Public Health 


Up to 100 years ago, cities were haz- 
ardous places in which to live because of 
epidemics and plagues. As recently as 
500 years ago, right here in New York 
City, typhoid fever, dysentery, dyph- 
theria, small pox, diarrhea, and the con- 


tagious diseases of childhood took such — 


a toll of life that only 80 out of each 
100 children born reached school age, 
in contrast with the 96 today. Nothing 
in the history of the City is so dramatic 
as the change which has come in the 
health of the people. While the different 
sections of the City vary greatly in 


health conditions (the rate of infant — 


mortality is 3 times as high in some 


areas as in others) the City as a whole 


has a better record of infant and child 
health than any other large city in the 
United States. 


This was accomplished through five 
inter-related approaches to protecting 
the health of the people: (1) The 
most important is the public health 
program—local, State, and Federal— 
including water treatment and environ- 
mental sanitation; (2) the great ad- 
vances in medicine, particularly the 
advent of the use of new drugs and 
antibiotics; (3) the welfare program 
with its medical assistance features; 
(4) the hospital and clinic program; 


and (5) the general education of the | 


people in health and sanitation, diet and 
wholesome ways of living—all part of 
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_ the rise of living standards. While the 
Federal and State governments have 
helped, particularly in quarantine, sani- 
tation, and public education, the major 
responsibility has fallen on the City 
agencies—the Departments of Health, 
Hospitals, Welfare, and the public 
schools. In many ways the New York 
City program has led the country, al- 
though this is less true today than it 
‘was a generation ago. 


Looking into the future it is clear 
that these activities must be continued 
and modified to meet the changing situ- 
ation. This again presents management 
problems of great importance. It takes 
both sound professional leadership and 
good management to know when tra- 
ditional work has been finished, when 
needs have been met, and when past 
programs should be de-emphasized or 
discontinued. 


Five of our management recommen- 
dations involve the general municipal 
health situation. Under the policies we 
urge, the Department of Health would 
be freed of the burden of outmoded 
activities and would concentrate on the 
newly developing needs for the promo- 
tion of good health, particularly tuber- 
culosis erradication, child care, mental 
health, environmental sanitation, re- 
search in community health problems, 
and general health education, including 
the encouragement of sound nutritional 
habits. The public hospitals would con- 
centrate on the medically indigent and 
their share of the emergency cases, 
leaving to the voluntary hospitals the 
remainder of the community problems. 
In our water Report we have recom- 
mended the ultimate complete filtration 
of water supply of the City and the 
early introduction of fluoridation to pro- 
mote dental health. We have urged a 
more vigorous prosecution of the clean- 


liness and antipollution activities. Al- 
though the health aspects of such pro- 
grams are sometimes overemphasized, 
health is involved here as also in the 
recreation problem mentioned below. 
Finally, in accordance with a recom- 
mendation of the Health Department 
survey, the Mayor has created the Co- 
Ordinating Council for Health, designed 
to bring together more closely the De- 
partments of Health, Hospitals, and 
Welfare. 


Thus from the management stand- 
point, we believe that the suggestions 
we offer will help to meet the health 
needs of the City and its population for 
the future and will again place the City 
of New York at the forefront as a 
leader in the field of public health. 


Welfare 

In welfare administration an extraor- 
dinary situation was developed in the 
United States because the present wel- 
fare program was born in the Depres- 
sion of the thirties, at a time when the 
cities were financially prostrate, and 
even the States were inadequate to deal 
with the local aspects of a nation-wide 
economic cataclysm. Private charities 
also were engulfed, and whole families 
normally self-supporting were suddenly 
dependent on public charity. 


Accordingly the “social security” sys- 
tem was developed to meet this situa- 
tion, involving Federal, State, and City 
action, with various insurance and other 
service features thrown in. To meet the 
diverse needs and past patterns of wel- 
fare administration throughout the 
United States, on which the new system 
was grafted, the social security program 
was improvised along many strange and 
make-shift lines. 


We are still suffering from this 
hurriedly improvised series of arrange- 
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ments. At present about 10 percent of 
the local welfare program in New York 
City is strictly local; about 90 percent 
is a joint program with the State and 
Federal governments, under which they 
divide the financial responsibility for 
about 80 percent of the costs, leaving 
to the City the remaining 20 percent. 
The resulting complexities of rules, 
regulations, audits, and controls are an 
administrator’s nightmare. It would be 
difficult to dream up a system. better 
designed to create political buck-pass- 
ing, administrative friction, and miles 
of needless red tape. 

For this reason we regard welfare 
administration as in transition. There 
are two possible lines of development, 
one of which would escape from the pres- 
ent confusion and red tape by more 
closely defining the area of local respon- 
sibility, giving the locality the final say 
in this defined area, and decreasing 
State interference in this area; and the 
other would find the solution by turning 
the entire management of local relief 
over to the State, abandoning the effort 
to have local management. 

As indicated in Chapter XIV of Vol- 
ume II, the Mayor’s Committee on 
Management Survey has concluded that 
for New York City and New York 
State the first endeavor should be made 
to solve our problem of welfare chaos 
by working out genuine co-operation 
between the State and the City, increas- 
ing the defined area of local responsi- 
bility, and limiting detailed State admin- 
istrative participation. If this does not 
improve the situation within the next 
few years, there are those who believe 
that the entire system should be turned 
over to the State for State manage- 
ment.* The existing situation cannot be 
permitted to continue indefinitely. 


*Miss Carr and Mr. Fielding dissent. See 
Vol. II, Ch. XIV, Sec. 6. 


We have also presented in Volume II 
a further set of management recommen- 
dations relating to the internal prob- 
lems of welfare administration. The 
medical service problems of welfare ad- 
ministration are reviewed in Chapter 
XIV of Volume II of this Report. 


Education 
The schools are the City’s biggest | 


~ gingle responsibility, measured in terms 


of the fundamental importance of the 
task, the size of the budget, and the 
number of the employees. The very size 
of the school system presents extraor- 
dinary administrative problems both 
educational, in dealing with nearly one 
million pupils and managerial, in deal- 
ing with building construction, mainte- 
nance and operation, and the general 
business of running the system. 


These management aspects have in 
recent years come to assume greater 
and greater importance because they 
have been placed under special strain by 
economic and other developments. 
Shifts in City population from the older 
districts to the outlying areas, new 
types of immigration and in-migration, 
the changing pattern of private schools, 
and the unusual vagaries of the birth 
rate incident to the War have together 
created problems which the school sys- 
tem is unable to handle adequately, in 
part because of faulty administration 
and management obstacles. 


At the same time, the failure of State 
aid for education to expand in step with 
the City’s increased needs has made it 
harder to deal with the situation. 


Here again are problems of organiza- 
tion, operation, and finance which call 
for new approaches to City and school 
management. 
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In dealing with the management of 
the educational system of the City, we 
have naturally concentrated our atten- 
tion on business administration and on 
two important questions of govern- 
mental management policy: First, 
should the City continue to maintain its 
own separate system of free higher 
education? Second, should the system 
of free public elementary and high 
schools be continued under the fiscal 
control of the City Government, or 
should it be set up under a new local 
“school government” completely inde- 
pendent of the City governmental 
machinery ? 


On the first question we have con- 
cluded that the City colleges should 
become a part of the State University 
system. However, we have insisted that 
any tuition system which might follow 
must not exclude from a higher educa- 
tion for economic reasons any man or 
woman who is qualified for such ad- 
vanced work. We are proud of the City 
colleges and insist that nothing shall 
impair their continued service to the 
youth of the City, and to the profes- 
sional, business, and civic life of the 
community. 


On the second question we have de- 
cided that the schools should remain 
as now within the City government, 
under an appointed, unpaid citizen 
board and a general manager, the Sup- 
erintendent of Schools. We are brought 
to this conclusion primarily through our 
study of the general governmental and 
fiscal problems of the City. As is shown 
in Chapter VII above, New York now 
faces a period of serious financial strain 
from which the City can emerge only 
with the greatest statesmanship in 
handling its problems of budgeting, 
taxation, and debt management, and 
‘with the most skillful apportionment of 


its limited resources to its most impor- 
tant needs. We do not see how this can 
be handled except as a single problem, 
by a single government with clear and 
inescapable responsibility. The setting 
up of a second local government, with 
an elected board to deal with one part of 
the problem, will only confuse the situa- 
tion and make it almost impossible to 
reach any solution. 


In order to correct the management 
difficulties discussed:in the course of the 
surveys made on our behalf, we have 
suggested that the management of the 
schools, under the Superintendent, be 
reorganized with a deputy superinten- 
dent for education, a deputy for busi- 
ness operations, and a deputy for 
housing. We are gratified that this re- 
organization has already been accepted 
in its major outlines, and that the first 
results have already shown the wisdom 
of the changes. Nothing could demon- 
strate better how well-designed manage- 
ment improvements and qualified man- 
agement personnel will get results and, 
at the same time, economies in opera- 
tion. 


A full discussion of these recommen- 
dations on school administration will be 
found in Chapters IV and XIII of 
Volume II. 


Public Recreation 


The more we learn about mental 
health and the more we increase the 
opportunity for leisure, with the spread 
of the 5-day 40-hour week, the more 
evident it becomes that opportunity for 
relaxation, recreation, and leisure-time 
activity is a necessity of urban life. Rec- 
reation leaders have been telling us this 
for over a generation, and we have 
known it from our personal experience, 
but we have been slow as a community 
to translate these discoveries into pub- 
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lic facilities and programs. The time for 
postponement is now passing. The 
Mayor’s Committee on Management 
Survey must therefore recognize that 
the functions of recreation and adult 
education will now emerge in urban 
centers in a far more important role 
and will consequently call for their ap- 
propriate place in the structure and 
management of this City. 


We have also learned, through various ~ 


management surveys undertaken at our 
suggestion, that there are a considerable 
number of now unrelated recreational 
activities being carried on by various 
City departments. These include the 
work of the Department of Parks; the 
recreational activities of the colleges 
and the schools, particularly the pro- 
grams of the Bureau of Community 
Education of the Board of Education; 
the activity programs of the Depart- 
ment of Welfare; certain special work 
in the hospitals; the PAL program of 
the Police Department; special activi- 
ties of the New York City Housing 
Authority; the New York City Youth 
Board; the public libraries and muse- 
ums, and a number of lesser activities. 


No such list can be drawn without 
also noting the wide array of recrea- 
tional and leisure-time programs car- 
ried on by the many private agencies 
of the community. 

The listing of these activities shows 
that the provision of public recreational] 
facilities today is more adequate than 
ever before. However, it is probable that 
the coverage, that is, the proportion of 
youth or of the aged, ete, enjoying 
such facilities, is still too low. In many 
of the areas of greatest need, certain 
facilities provided at great expense are 
not being fully utilized because of the 
lack of effective leadership and plan- 
ning. 
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We were forced to give consideration 
to one important recreational problem. 
This was in connection with the Police 
Athletic League. Our police survey 
Report found that the present activi- 
ties of the Police Department and of 
the uniformed policemen and officers 
assigned to the work of the PAL, par- 
ticularly the methods of raising part of 
the funds for the program through di- 
rect solicitation by men in uniform, 
constitute a dangerous practice, and 
there is ground for questioning the 
nonprofessional character of the pro- 
gram now being carried forward. The 
Police Commissioner and his Deputy in 
charge of this work have repeatedly 
stated that the entire PAL program is 
a “temporary expedient.’ We note that 
this “temporary” activity has been go- 
ing on for many years and we see no 
indication that it will be discontinued, 
athough the present Commissioner has 
eliminated the more blatant ‘shake- 
down” aspects of the collection system. 


After reviewing the situation, we have 


reached the conclusion that Mr. Bruce 
Smith is quite right as to his findings, 
and that the Police Department should 
ultimately withdraw from this boys’ 
club program. But we cannot bring our- 
selves to urge this action until some 
other more satisfactory instrumentality 
can be established, as we would have 
nothing but a great vacuum in this 
whole area, in the face of a growing 
need and a worsening general situation 
for youth activities in the City. 


We mention this here because it has 
become evident that the City needs a 
hew comprehensive recreation program 
which will step into this situation and 
into others with a real answer. We are 


also convinced that such an answer will | 
Involve an expansion of public and pri- | 


vate voluntary activities and a vigorous 


: 
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co-operation between the City recrea- 
tion directors and those of the private 
agencies. 


We note also that work is now being 
carried on in community facilities in 
public housing projects, in many in- 
stances by private agency sponsors and 
in some instances with the aid of the 
Bureau of Community Education of the 
Board of Education, with the Youth 
Board supplying some of the funds. 
These types of operation should be con- 
tinued, although the programs would 
come under the general jurisdiction of 
the Department of Recreation suggested 
below. The growing lack of private 
agency sponsors for these facilities in 
such projects may point to the need for 
assistance from the City to organize 
and operate the facilities. The New 
York City Housing Authority is correct 
in its position that the supervision of 
the recreational program should not be 
one of its functions, particularly from 
the point of view of unnecessary dupli- 
cation of the cost of general supervision. 


Recreational activities, as carried on 
by the Department of Welfare in the 
day centers for the aged, are not appro- 
priate functions for an agency which is 
in charge of various types of public 
assistance programs. The circumscribed 
fields of activity of the New York City 
Youth Board, both as to areas of serv- 
ice and ages of those served, points to 
the desirability of ultimately absorbing 
much of this recreation program into 
the general recreation program of the 
City. 


A comprehensive recreation program 
in New York City, designed to super- 
sede these makeshift arrangements and 
meet the needs of our times, will con- 
sist of a balanced program of sports, 
‘social activities, and informal education 


for children and people of all ages and 
in all appropriate parts of the City. It 
will have to be efficient, eliminate the 
gaps in the present programs, and pre- 
serve the best standards and leadership 
which we now have in the City in this 
field, both public and private. 


The management structure designed 
to organize and direct such a program 
will, in our judgment, call eventually for 
the establishment of a new City depart- 
ment, the “Department of Recreation”’ 
or of “Recreation and Parks.” 


Such a Department would be respon- 
sible for a comprehensive and balanced 
program of recreation, broadly defined. 
The chief executive of the Department 
would be responsible to the Mayor. He 
should have the benefit of the views of 
an advisory commission, which would 
consist of representatives of public and 
private recreation agencies and of other 
appropriate appointees. A comprehen- 
Sive program requires continuous lead- 
ership training for the employees, the 
concentrated attention and study neces- 
sary to assure use of all the resources 
of the City, efficient interplay between 
those in charge of these resources, co- 
operation with private agencies, com- 
parable standards of leadership, train- 
ing, salaries, hours and other personnel 
factors, and the elimination of waste 
and duplication. 


There is a wide range in theory and 
practice as to the qualifications required 
for those who supervise recreation pro- 
grams both outdoor and indoor. They 
range from the caretaker, who does 
incidental supervision, to the highly 
qualified professional group supervisor 
who does nothing else, as advocated 
by recreation experts. Actually the 
personnel standards should recognize 
that informal as well as formal educa- 
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tion requires a person with training 
and experience in teaching as well as 
leadership. 


The establishment of the Department 
of Recreation may well bring about a 
realignment of the work of existing 
agencies. The new Department should 
give full recognition to the excellent 
record and accomplishments both of the 
Park Department and of the Bureau of 
Community Education of the Board of 
Education, which supervises the largest 
indoor program in the City. The ex- 
penditure of City funds for recreation 
in school facilities is second only to the 
amount spent for such purposes in the 
Park Department. It is desirable that 
any plan should conserve the gains made 
by the Bureau of Community Education 
and should give its leadership greater 
scope and responsibility. 

The costs of a comprehensive recrea- 
tional program must be shown in its 
components to a greater degree than 
ever before, with a greater distinction 
between the physical items (capital 
budget) and performance and operating 
costs. At the present time, because of 
the assignment of staff members in 
various departments to recreational 
work, it is virtually impossible to know 
how much our present recreation pro- 
gram is costing the City or what the 
City is obtaining in the way of per- 
formance of service. 

Recreation requires, in substance, a 
City-wide master plan including a blue- 
print of physical facilities. The refer- 
ence to “parks” but not to “recreational 
facilities” in the master plan require- 
ments of the City Charter represents 
too narrow an approach. A broader ap- 
proach would prevent wasteful dupli- 
cation, anticipate future needs for 
recreation space, and in the long run 
cost the City less. 


The City Planning Commission should 
co-ordinate plans for the construction 
of buildings and other facilities and 
bring about their placement where they 
are most needed in the light of all rele- 
vant considerations. This would require 
a reconciliation of the building plans of 
the Park Department, the Recreation 
Department, the Board of Education, 
the Housing Authority, other agencies, 


- and, to the extent possible, of private 


agencies. The density of population, the 
location of existing and proposed facili- 
ties, and the age of existing facilities 
are all considerations for the City Plan- 
ning Commission. 


We contemplate the much greater use 
of the waterfront parks and marginal 
walks of the City, as soon as river and 
harbor pollution is brought under 
control. 


We call attention also to the fact that 
a major recreational outlet for this City 
will continue to be found via the sub- 
ways, throughways, parkways, tunnels, 
and bridges to the countryside and sea- 
shore. Thus an integral part of the fu- 
ture recreation program must be the 
parkways, the beaches, and State parks 
of Long Island, southern New York, » 
Connecticut, and New Jersey. Fortu- 
nately, the basis for such a program is 
already under development. 


We recognize that the program for a 
new City Department of Recreation 
here presented cannot be undertaken 
until the tax program catches up with 
the fiscal requirements of the City. A 
balanced budget must come before any 
new activities of this type are assumed 
by the City. 


While the financial consideration pre- 
cludes any immediate expansion of the 
recreational activities, it does not stand 
in the way of the best possible co-ordi- 
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nation and use of the facilities and ac- 
tivities we now have. With this in mind, 
we suggest that the Mayor establish an 
interdepartmental co-ordinating com- 
mittee which will do for recreation what 
the newly created interdepartmental 
committee is doing for the field of 
health, hospitals, and welfare. Such a 
committee can not only co-ordinate what 
is now being done, but it can also lay 
the basis for the creation of the new 
Department and for a more effective 
co-operation between City agencies and 
private recreational activities. 


Population Distribution and Growth 

Long range programs of City depart- 
ments require sound estimates of the 
future population. An _ overestimate 
means an inflated budget, current and 
capital. An underestimate may result in 
disastrous shortages in such _ basic 
services as water supply and_ school 
facilities. 


The 1950 Census for New York City 
presents in detail what observant New 
Yorkers have known for some time. It 
is now clear that New York City within 
the City boundaries is approaching the 
end of its long period of rapid growth 
unless an unprecedented program of 
improvement is undertaken. The reason 
is not any economic decline of the City, 
as New York is retaining its leading 
position in the nation’s economy and is 
still the nation’s greatest port, financial 
center, garment center, amusement 
center, educational center, retail center, 
and business management center. What 
is happening is perfectly clear: people 
don’t like substandard housing, conges- 
tion, parking difficulties, lawlessness, 
crowded schools, noise, and dirt. Fami- 
lies with children especialy want to live 
where they have more room, peaceful 
- surroundings, neighborhood _ schools, 


and a place to keep and use their auto- 
mobiles. For more and more people the 
disadvantages of city life are beginning 
to outweigh the very great advantages. 


As a result, not less than 600,000 of 
the population of the City moved out 
between 1940 and 1950, mostly into the 
suburbs, although continuing to work 
in the City.* This same trend to the 
suburbs is also evident in all the older 
American cities. It is apparently the 
next stage of the influence of the auto- 
mobile and of city obsolenscence on ur- 
ban life. 


While the total size and drift of the 
population is of high importance, the 
1950 Census shows that dramatic 
changes are taking place also in the 
composition of the population. New 
York City has more children now than 
in recent years and very many more 
senior citizens, past the prime of life. 
It appears also that we have a larger 
proportion of underprivileged and low- 
income residents than in the past, a nat- 
ural result of the suburban drift and 
the present trends of migration. Cur- 
rently families moving into New York 
are of generally lower economic status 
than those moving out of the City. 


As far as New York City is con- 
cerned, three important factors already 
mentioned above will virtually deter- 
mine the future growth of the City’s 
population. 


(1) Transit. If additional rapid 
transit lines are extended into the 
outlying areas of Queens toward the 
Nassau line, into Brooklyn toward the 
Rockaways, in the Bronx, and across 
the Narrows into Richmond, these 
areas may attract some of the popu- 


* See “Population Today and Tomorrow,” 


Document No. 78, p. 6, by Julius B. Maller 
of Headquarters Staff, Mayor’s Committee on 
Management Survey. See also Volume II, 
Appendix B. 
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lation which will otherwise move out 
of the City into Nassau and West- 
chester Counties, Connecticut, and 
New Jersey. 


(2) Slum clearance and new housing. 
Wherever slums have been cleared 
and new housing has gone up, popu- 
lation has come right back. While this 
is due partly to subsidized low rents 
in some of the new housing and partly 
to the general lack of housing else- 
where, 
Brooklyn and other areas back into 
lower Manhattan shows that a great 
many people would like to live in the 
center of the City, close to their work, 
provided only they can find decent 
housing. 


(3) Port, industrial, and business de- 
velopment. No metropolitan area will 
continue to grow or to maintain it- 
self unless it has a healthy, sustaining 
economic foundation. For New York 
City this means a high level of world 
trade and continued vigorous and 
successful industrial, business, and 
financial enterprises, able to meet 
competition from other areas. Up to 
now the New York area shows every 
evidence of having a solid and ad- 
vancing economy, although certain 
trades and businesses are at a low 
level and the City is not enjoying as 
large a proportionate share of defense 
contracts as are some other areas. In 
the long run this may not be too seri- 
ous a loss, as New York will in con- 
sequence benefit noticeably when 
civilian consumption is permitted to 
rise freely again. 


New York City has already absorbed 
the shrinkage of its financial business 
incident to the economic depression of 
the thirties, but it is probably still in 
the early stages of the suburban drift 
of retail shopping and of executive of- 
fices of businesses and of factories which 
do not need to be in the center of things 
physically. Industrial decentralization is 
not having as disturbing an effect as 
may appear from the number of indus- 
trial plants leaving the City. In many 


the drift away from old | 


instances, an industrial concern remov- 
ing its factory retains and sometimes 
expands its merchandising unit in the 
City. 


There is also an unresolved develop- 
ment in the amusement industry, due 
it would seem partly to television and 
the radio, partly to the difficulties of 
transportation and parking in Manhat- 
tan for those who come from the sub- 
urbs and partly to the rising costs of 
entertainment and the obsolescence of 
entertainment facilities. However, there 
are indications that the New York area 
might be the best natural center for the 
origination of most TV programs. If so, 
this could be an extremely important 
factor in the future growth of the City 
because of the way the eyes of the na- 
tion and the hemisphere would be 
turned to New York. It is difficult to 
overestimate the long-range influence of 
such a development. 


Closely related to all of these factors 
is the general traffic and parking situa- 
tion. Until housing catches up with the 
demand both within the City and in the 
suburbs, we will not know whether the 
parkways, bridges, and tunnels encour- 
age population to stay in the City or to 
move to the suburbs. 


Unquestionably Americans like to 
drive their cars. They like to drive to 
work, and they like to get away to rec- 
reation spots on Saturdays and Sundays 
especially. This the throughways and 
bridges make possible for hundreds of 
thousands of people in the New York 
area. Many people move to the suburbs 
only because the fast roads make it still 
possible for them to get to their work 
in the City; others stay in the City be- 
cause they can still get out easily on 
weekends. Because of these twin pres- — 
sures, the point of saturation is quickly | 
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reached on all such facilities at the 
morning and evening rush hours and 
on weekends, except where they are 
built so that they fail to minister simul- 
taneously to the work and the recrea- 
tion needs. However, that offspring of 
the throughways, bridges, and tunnels 
—the parking problem, which has been 
mentioned above—is now destined to 
emerge as a new bottleneck in the City- 
suburb relationship. It may even prove 
to be a major factor in persuading many 
families to live outside the City, so that 
they can have and enjoy a car without 
_ adding 10 percent or more to their 
rent budget. 


Impact of the War and of Defense 


Recent population changes in New 
York City were of course affected by 
the War and the post-War defense pe- 
riod. The expansion of military service 
brought on a rise in the marriage rate 
and the birth rate, with a spectacular 
rise in school attendance in the lower 
grades in 1948 and again in 1952 and 
1953. 


The War had an effect also upon 
many other elements including the sub- 
urban drift, automobile ownership and 
use, the draining-off of the 18 to 45 
year old age group, and on population 
migration. 


While the effect of the War and the 
defense period may be noted in these 
and other areas, it is probable that the 
War served more to accelerate or delay 
long-time tendencies than to create a 
new or unexpected situation. However, 
the impact of the War must be con- 
sidered in any interpretation of these 
trends and tendencies. 


However, the establishment of a num- 
ber of war production plants in the 
_ sparsely populated Borough of Queens 


served to accelerate the movement of 


- workers and their families from the 


older sections of the City to that Bor- 
ough. This in turn created pressing 
demands for public services, schools, 
health facilities, and so on. Although 
corresponding facilities in the other 
Boroughs became partly underused, the 
strain on the City increased both for 
the current expenditures and for capital 
improvements. 


Population and the future—In view of 
these dynamic factors listed above — 
transit and traffic, housing, and eco- 
nomic developments—no one can pre- 
dict with certainty whether New York 
City within its present boundaries will 
continue to grow as spectacularly as in 
the past. However, during a decade of 
solid economic activity and extensive 
slum clearance and housing develop- 
ment, the City reversed the trend of 150 
years and showed for the first time, in 
any decade, a marked exodus of upper 
and middle income families. If this ten- 
dency continues, and there is every in- 
dication that it will, itis highly probable 
that New York is now close to the end 
of its population growth—if it has not 
already reached that point long sought 
by some who have said that “New York 
is already too big,’ and feared by 
others, particularly by some real estate 
operators, merchants, builders, and 
mortgage interests. Sluggish land val- 
ues would seem to indicate that the land 
speculators have already given up hope 
for any considerable further advances, 
at least on Manhattan. 


In spite of this, City departments are 
generally inclined to overestimate the 
future population. For example, in 
1922, the Board of Water Supply esti- 
mated that the city’s population in 1950 
would be 9,735,000 and in 1970 over 
1214 million. 
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We mention the end of rapid growth 
aS a management problem _ because, 
after all, the City government is main- 
tained to serve the people who live and 
work and play within its boundaries. 
When the population is no longer grow- 
ing, or is growing very slowly, the 
management problem changes dras- 
tically and a new set of problems must 
be faced. Thus the population trend and 
its characteristics are not solely prob- 
lems for business and home builders; 
they are equally problems for City 
management. 


As a problem of management, we be- 
lieve that the City of New York should 
now decide to “count no more chickens 
before they are hatched.” The adoption 
of this management policy will have an 
immediate effect upon most of the 
things the City is doing and upon all 
future plans. 

The engineers and consultants who 
have advised us have indicated that 
population estimates have an important 


bearing upon what is to be done in the 
incinerator program, in figuring water 
supply requirements, in estimating hos- 
pital needs, in considering transit de- 
velopments, in locating new police, fire, 
and health stations, and in the school 
construction program. The major ques- 
tion is not always the total load, since 
population shifts within the City play 
an equally important part in most 


_ services. 


It is our conclusion that inadequate 
attention has been given in the past to 
population growth, distribution, and 
characteristics, and that a continuation 
of such neglect can prove disastrous. 
Many blunders in the past have been 
obscured by the explosive growth of the 
City. With the end of this period of 
phenomenal growth, it becomes even 
more important to avoid the blunders 
if possible. Blunders with regard to the 
major improvements can be very expen- 
sive, tying up resources desperately 
needed for other essential services. 


MATTERS RELATING TO CIVIC LIFE 


Rackets Control 


No list of future management prob- 
lems of the City of New York can omit 
rackets control. A generation and more 
ago liquor was said to be at the bottom 
of the local crime problem. Now the 
rackets seem to center around gam- 
bling of various forms and the sale of 
narcotics, with serious problems, also, 
in and around the docks and the port. 
Another type of irregularity appears in 
the enforcement of City regulations, 
controls, contracts and taxes. 


All of these rackets have one thing 
in common—the effort to make money 


secretly and illegitimately. In some 
cases the racketeer buys protection, 
thus corrupting the enforcement agen- 
cles directly, and endeavors to secure 
top protection also through “campaign 
contributions” to political leaders. Re- 
cent disclosures in the Fire and Police 
Departments show on what a large 
scale such corruption can be organized 
and how it could tie into the political 
party if the party itself becomes a 
“business.” In other cases the racketeer 
cheats the City government on pur- 
chases, contracts, or taxes, sometimes 
with the collusion of City inspectors, 
but more often in the expectation that 
he will not be caught. 
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Finally, there are those on the City 


payroll who take time from the City | 


to engage in their private business or 
to perform accounting, legal, engineer- 
ing or other services for private parties 
and corporations. These services may 
include some which are incompatible 
- with City duties, as in the case where 
a trusted employee discloses confidential 
information to a favored “client.” Or a 
City tax auditor may serve as the ac- 
countant for a taxpayer who is under- 
reporting his sales tax liability, and then 
the City employee audits the return 
which he has prepared in his “private” 
capacity. Fortunately this practice is no 
longer possible under rules promulgated 
by the Comptroller. 


The use of political power, or any 
illegitimate force, to secure income 
through legal means, or to secure in- 
come through illegal methods, poses this 
problem of rackets. The problem has 
always been with us in the United 
States, although we do seem to be go- 
ing through a particularly raw series 
of disclosures both at the Federal and 
the local levels at the present time. 
Perhaps the rackets are no worse than 
in the prohibition days. This is the 
general impression. However, the pub- 
lic is deeply suspicious and resentful, 
and government is being held repon- 
sible under the white light of intensi- 
fied public scrutiny. 


Thus the control of rackets becomes 
an enhanced duty of government and 
must be reflected appropriately in the 
management of the City. 


The management studies which we 
have made were not designed to seek 
out and lay bare corruption or rackets 
affecting City departments or City 
employees. However, a good, business- 
_ like, management set-up will not only 


$$ 


produce effective management, but it 
will at the same time serve to dis- 
courage racketeering and lessen the 
temptation for corruption; and a fair 
pay system will remove from many the 
pressure to seek a “fast buck.” 


The recently disclosed rackets in 
gambling, involving particularly the 
police and political contributions, seem 
to have rested primarily on politically 
sanctioned nonenforcement of the anti- 
gambling laws. This is the conclusion 
of the grand juries. While the new, 
centrally directed, crime-reporting sys- 
tem, the new general management sys- 
tem of the Police Department, and 
particularly the present Police Com- 
missioner and the men he has brought 
to the top of the department serve to 
make bribery and racketeering of the 
police highly dangerous for those in- 
volved, no one can claim that the root 
of the problem has been dealt with 
until the gambling laws and generally 
accepted public standards on gambling 
are brought more nearly into harmony. 


As long as the laws prohibit gam- 
bling, except at the racetracks and in 
private homes and clubs, while a large 
part of the public condones such gam- 
bling and many millions of dollars are 
passed through the illegal channels of 
sports and numbers betting rackets, the 
enforcement officers face an almost im- 
possible situation, and the most honest 
and vigorous commissioners and the 
tightest management system in the 
world will be unequal to the task. Even- 
tually the town must make up its mind 
on gambling and then make its laws 
conform. Until this is done, an intolera- 
ble burden is placed on enforcement 
arising from public hypocrisy. 


In the field of licenses and inspections 
the situation is fortunately quite dif- 
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ferent. The reorganizations already 
installed and the additional recom- 
mendations presented by our survey 
consultants will correct this situation, 
provided that at the same time greater 
Supervision is established in the field 
and salaries and personnel standards 
are made adequate for the work per- 
formed. 


While we endorse the punishment — 


which has been meted out to bribe- 
taking inspectors, we wish that a few 
bribe payers would also be caught and 
convicted. 


Payroll chiseling can be brought 
under control through adequate and 
competent supervision, along the lines 
suggested in various Reports. This 
campaign can be helped also by better 
personnel administration and by fair 
and adequate wage and salary pay- 
ments. However, the prime requirement 
is always good leadership on the part 
of supervisors and the higher manage- 
rial personnel. What New York needs 
is a “tone” of vigorous public service. 


At one point new standards are called 
for. This concerns outside work carried 
on by full-time civil servants. In the 
testimony before the Formal Hearings 
Board on the Griffenhagen Report, as 
indicated in Chapter IV above, virtually 
every department questioned stated that 
various employees of the department 
are now engaged in additional outside 
private employment. Lawyers, account- 
ants, draftsmen, inspectors, clerks, po- 
licemen and firemen, and many others 
are all represented in this group. In 
certain categories of employees the pro- 
portion who derive additional income 
from outside work runs ag high as 60 
percent. 


The employee groups testified that 
such additional income is necessary to 


meet living costs, and that most such 
employees have the time and the energy 
to devote to the outside work. Some 
employees suggested that the City adopt 
the policy of paying for overtime so 
that those who wish to work more than 
the standard 3714 hours could do so on 
their regular job, rather than for some 
outside employer, especially where the 
City finds it difficult to recruit com- 
petent personnel to carry the existing 
work load. It would appear that many 
workers do not regard 3714 hours as 
a full week’s work in their job and that 
they have the energy and the desire to 
work more, provided they are paid 
more. 


In no department did there appear to 
be any up-to-date systematic set of 
rules on outside work, although restric- 
tions are imposed in the Law Depart- 
ment and in the Office of the Comptrol- - 
ler which serve to limit the type of work 
performed for private employers. And 
old, highly restrictive, but partially un- 
enforced rules are found in the Police | 
and Fire Departments. 


The Commissioner of Investigation 
testified that several of his studies have 
dealt with outside work and that defi- 
nite controls are called for, particu- 
larly in “sensitive areas,” so that no 
outside work may be undertaken involv- 
ing “an incompatible relationship” or a 
“conflict of interest.” 


While one experienced and responsible 
civil servant, now the head of an inde- 
pendent agency, thought that certain 
types of outside work are highly bene- 
ficial, such as teaching assignments in 
the universities of the area, all com- 
missioners and top personnel officers 
expressed concern over the prevalence 
of outside work and the difficulty of 
satisfactory control. Most of those who 
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testified thought an ideal system would 
eliminate all outside employment except 
for occasional educational or profes- 
sional activities. All agreed that no such 
rule could be adopted under present 
inadequate salary provisions without 
driving out of the City service many of 
the best qualified professional and 
career people. 


It is obvious from this summary of 
the evidence presented to the Formal 
Hearings Board that existing City prac- 
tice with regard to outside work is not 
safe or satisfactory. To remedy the situ- 
ation it is our recommendation that an 
early assignment of the proposed Per- 
sonnel Administrator be the develop- 
ment of a set of rules and regulations, 
designed for City-wide application, 
which will serve to define what kind of 
outside work an employee may engage 
in and what he may not do. While there 
are certain highly sensitive City posi- 
tions, such as tax assessing or auditing, 
certain types of legal work, and various 
posts of trust, in which no outside work 
of any kind for private remuneration 
can be tolerated, there are many more 
positions in which additional work for 
private employers would not be pro- 
hibited in the private business world, 
and may be acceptable with public em- 
ployees, provided there is no impair- 
ment of their health or energy. 


This is a situation which will become 
more and more difficult both in the pub- 
lic service and in private employment 
with the short work-week and the long 
vacations which are becoming standard 
practice. 


In connection with rackets control, 
especially within the management of the 
City, it is appropriate to note that New 
York City already has the Department 
of Investigation. This Department has 
in the past unearthed and brought to 


their end many frauds, many payroll 
grafters, and not a few rackets. While 
Opinions may differ on the failure of 
some Mayors to make full use of the 
reports from investigations, no one will 
question the necessity of the Depart- 
ment itself, or the competence of such 
of its work as has reached public 
attention in recent years. 


As we analyse the situation, the 
major defect in the investigation opera- 
tion is the failure to use its work when 
done and to direct its activities into the 
most productive channels. This arises 
in part from the fact that all recent 
Mayors have been too busy to know 
what is going on everywhere. We be- 
lieve that both of these defects can be 
overcome with the reorganization of the 
Office of the Mayor along the lines we 
have recommended in Chapter II. Under 
our management plans the Mayor will 
have time to devote his energies to the 
things that really count, while the regu- 
lar flow of management will be handled 
for him by men of high managerial 
experience; only the policy questions, 
the political decisions, and the public 
relations activities will normally come 
to the Mayor. 


The Mayor’s Committee on Manage- 
ment Survey does not claim that the 
organizational, procedural, personnel, 
and other managerial improvements 
recommended in this Report will put 
an end to corruption and racketeering. 
But we do claim that they will greatly 
reduce the opportunity, the temptations, 
and the areas of irresponsibility within 
which corruption has operated. 


Good Government 


Those who list the problems of New 
York, or of any other city, always list 
“vood government,” either first in their 
catalogue of objectives or as the climax 
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at the end. While a great many indefi- 
nite ideas are wrapped up in this 
familiar phrase, no one can overlook 
the fact that the American public is 
far from satisfied with the kind of gov- 
ernment it has been reeeiving over the 
recent past. This is also true in New 
York City. 


With this in mind, the Headquarters 
Staff of the Mayor’s Committee on Man- 
agement Survey has collected and tabu- 
lated the types of citizen criticism most 
often heard, or voiced in the press of 
the City. This list points up one or 
more of the following types of subjects: 


Corruption, investigations, unequal 
law enforcement, school crowding, inef- 
ficiency and waste, dirty streets, parks 
and subways, smoke and soot, too many 
parades, double parking, parking tick- 
ets, no place for parking, dirty offices, 
bad upkeep of property, vandalism, in- 
humanity in relief, undeserved relief, 
lack of housing, inadequate inspections, 
poor care in hospitals and institutions, 
lack of smoke masks for firemen, too 
much riding around in City automo- 
biles, lack of ambulance service, lack of 
common courtesy in City offices, red 
tape and delay, subway crowding and 
bus delays, needless high salaries, “pro- 
visionals,”’ dishonest vendors, honest 
full-day’s work, too much time off, too 
little time off, gyp painters, suppliers, 
manufacturers, and contractors, Civil 
Service favoritism, low pay, inadequate 
pay increase, high taxes, and “polities.” 

Any such effort to list the common 
complaints shows that many of the de- 
mands for “better government” are in- 
consistent, like the demand for much 
more and better service and at the same 
time for extensive reduction of taxes. 
Some demands cloaked as “good govern- 
ment” are strictly self-serving, like the 
demand to ‘make it easy for me to park 


my car where I have to.” Also, certain 
of the criticisms reflect a special group 
interest, such as that of municipal em- 
ployees or of a given group of tax- 
payers. Nonetheless, it is important to 
note the common complaints, so that the 
point in each may be studied with refer- 
ence to the entire job of government. 


It is hardly necessary for the Mayor’s 


Committee on Management Survey to 


point out that the effort to create a 
management environment conducive to 
“good government” lies at the founda- 
tion of all of the recommendations of 
this Report, insofar as good government 
is the product of modern management, 
effective organization, appropriate per- 
sonnel, businesslike procedures, and a 
sound handling of fiscal problems. 


It is therefore superfluous for us to 
place on record in this paragraph a 
summary of those recommendations 
which have a direct bearing on “ood 
government.” We believe all of them do. 


We cannot make this statement with- 
out saying what is implicit here and 
throughout this Report, namely, that 
there is a responsibility on the public 
to elect honest, able, and sincere men 
to the public offices. While we have 
talked a great deal about machinery and 
management procedures in this Report, 
we know perfectly well that the machin- 
ery will not of itself solve any 
problems or automatically give good 
government. Without the proper men 
at the top, no amount of modern man- 
agement machinery will save the City 
from mediocrity and mismanagement. 


Citizen Interest and Participation 


Good government and efficient man- 
agement are the natural product of a 
wholesome, vigorous, and continued citi- 
zen interest and participation in public 
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affairs. This idea is at the very founda- 
tion of our whole democratic system. 
Conversely, lazy and uninterested, badly 
informed and non-participating citizens 
not only allow the government to drift 
into the doldrums, but make it all but 
impossible for responsible officials to 
resist the continuous pressure of self- 
serving minorities and interests. It goes 
without saying that these interests and 
pressure groups are always scheming 
and plotting and pulling wires. Eternal 
vigilance is not only the price of free- 
dom but also of good governmental 
management. 


For this reason it is always a funda- 
mental concern of those who deal with 
government and public administration 
to give attention to the facilitation of 
citizen information and citizen partici- 
pation. While the Mayor’s Committee 
on Management Survey cannot be ex- 
pected to deal with the general problems 
of elections, political parties, and the 
other elements of citizen activity, it is, 
we believe, important for this Commit- 
tee to make certain that the manage- 
ment structure of the City government 
and its major operating procedures are 
so designed as to help rather than 
hinder a vigorous, intelligent, and con- 
tinuous participation by the citizens in 
the affairs of their government. New 
Yorkers know by experience that citizen 
activity and participation in govern- 
ment is not limited to the elections, by 
any means. 


Thus, while civic action is a perennial 
problem of self-government, we con- 
ceive it to be a management problem 
of special importance at a time when 
major changes in the management 
structure are under consideration. 


This need has been continuously in 
- our minds in the consideration of the 
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presented 


The following points drawn from 
various parts of this Report will illus- 
trate this endeavor on our part: 


The general unity of the top structure 
of the City government as we have pre- 
sented it is designed to fix responsibility 
clearly and inescapably upon the Mayor, 
the Comptroller, and the Board of Esti- 
mate. This in itself makes it possible for 
the citizen to watch the City govern- 
ment, to know what is happening and 
who is responsible for the general policy 
and financial condition within the pow- 
ers of the City. 


We have done nothing to disturb or 
reduce the City’s practice of holding 
hearings or of taking action only after 
public notice. New York City has de- 
veloped an excellent tradition of “open 
decisions, openly arrived at.” 


At one point we feel that the City . 
should do much more for the informa- 
tion of the public. This is in the prepa- 
ration and distribution of departmental 
annual and special reports. Departments 
in the past have not made regular an- 
nual or other special reports. The 
printing economy drive of the War 
years was too easily allowed to interfere 
with public reporting, due no doubt to 
the fact that the Mayor was too busy to 
read reports, and the commissioners 
with few exceptions had no staff with 
the time and ability to turn out reports. 


Two developments in New York City 
have interfered with good reporting: 
(1) The line-item budget with its 
emphasis on organizational units and 
objects of expenditure; and (2) the 
tendency of commissioners to regard 
public reporting not as a part of man- 
agement, but solely as a part of public 
relations. When the City adopts pro- 
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gram and performance budgets, as we 
recommend, the budget will contribute 
greatly to public information on the 
work and programs of the departments. 
And when the departments are reorgan- 
ized aS we recommend, with an appro- 
priate managerial staff in each agency, 
meaningful reports will come out auto- 
matically and regularly. 


Furthermore, when the Office of the 
Mayor is set up as we have suggested, 
the Mayor’s reports will be prepared 
in the regular course of administration, 
not as a special high-pressure effort 
designed to meet a public relations 
need. 


There is a further element of citizen 
participation which we have sought to 
utilize in the government of the City. 
This is the much greater use of unpaid 
or partly paid citizen boards and ad- 
visory groups. We have been moved to 
this recommendation because we are 
convinced that there are in this City 
avery large number of men and women 
of the highest ability and civic spirit 
who can be drawn into the work of 
the City under appropriate conditions. 
A governmental system which fails to 
capitalize on such experience and pub- 
lic spirit is indeed neglecting a major 
resource of the community. 

In the past we have had in this cate- 
gory the Board of Education, the Board 
of Higher Education, the Board of the 
Port of New York Authority, the Board 
of Health, the Board of Hospitals, the 
Mayor’s Advisory Committee on Busi- 
ness Administration to the Commis- 
sioner of Welfare, the Commission for 
the Foster Care of Children, and va- 
rious other boards, commissions, offi- 
cials, and temporary committees. These 
volunteer citizens have made a signi- 
ficant contribution to the community 
through this service. However, in other 


- Commission. 
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areas even more can be done to use this 
same type of talent and energy. With 
this in mind we have proposed that 
similar volunteer or partially reim- 
bursed service be made part of the 
management in at least the following 
areas: the new Transportation Author- 
ity, the temporary Board of Examiners 
for the selection of top managerial 
personnel, and the new City Planning 
Our new departmental 
organization pattern would call for 
similar advisory citizen boards for per- 
haps a dozen departments which do not 
now have such bodies. 


While it is important for good ad- 
ministration not to lean on boards and 
commissions in administration and, 
also, not to use citizen committees as 
a device for stalling on matters re- 
quiring prompt action, advisory citizen 
boards can, in our judgment, make an 
important contribution to the effective- 
ness of City government. At the same 
time, such boards bring citizen parti- 
ticipation into the management of the 
City in a most desirable form. 


The City and the Suburbs 


Like other modern cities, New York 
is outgrowing its boundaries, spread- 
ing out in all directions as the pattern 
of the population changes to fit the 
dynamics of human desire and the ad- 
vent of the automobile and the network 
of hard-surfaced highways. 


While the elimination of transport 
barriers and the increased convenience 
of commutation are generally cited as 
the major factors in the increasing 
drift to the suburbs, many other forces 
are involved, such as the general rise 
in income and living standards of the 
middle-income segment of the popula- 
tion, the shortening of the work day 
and the work week, the increase in 
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leisure time, the growth of amusement 


and recreation areas outside the City, — 


and the multitude of labor-saving de- 
vices in the home. 


Another force contributing to the 
outward thrust of the population is the 
inevitable obsolescence of the central 
City—the City’s failure to relieve con- 
gestion, modernize housing, rehabilitate 
the older sections, and relieve present 
overcrowding in schools. In short, the 
failure to keep in step with the rising 
demands of the great and freely moving 
middle-class American family leads to 
a widespread attitude of dissatisfaction 
with the noise, dirt, and crowding of 
City life and a desire to escape its 
problems and difficulties. 


The most recent evidence of this 
shifting pattern is seen in the develop- 
ment in suburban areas of branch re- 
tail outlets for great downtown stores, 
the movement to uncongested areas of 
offices of concerns which always thought 
they had to be in the heart of the city, 
and the complete modernization of fac- 


tories located at points suited to access » 


of the workers by private car, and of 
freight by trucks. 


While this explosive centrifugal move- 
ment has been under way for at least 
a generation, it has been held back first 
by a depression, then by a war, and 
more recently by housing shortages and 
the high costs of building materials. 
Even under these restraints the shift 
to the suburbs has made tremendous 
headway, so that no one can doubt that 
these new forces of dispersion run deep 
and powerful. It is highly probable that 
we still stand at the early stages of this 
~ development. 


In the face of these strong and 
fundamental shifts in the pattern of 
- American life, many things are chang- 


ing. The work pattern is changing; 
the educational program for youth is 
changing; the home is changing; the re- 
tail store system, transportation, amuse- 
ments and recreation, the churches, 
health and hospital needs, and crime 
problems are all changing. The City 
newspapers, the radio, and television 
reach larger and larger audiences and 


areas; and the City’s economic and 


community life becomes broader and 
more integrated. 


Yet in this ferment of change and 
dynamic movement of population and 
extension of the metropolitan com- 
munity, the geographic boundaries of 
New York City remain static, un- 
changed from 1898. This is one of the 
anachronisms of our City government. 


This failure of local government to 
change, to meet the new demands of 
economic and social life, and the con- 
sequent unchanged boundaries of com- 
munity political organization can prove 
to be extremely limiting factors for 
the solution of our expanded local prob- 
lems. 


Almost every problem—health, edu- 
cation, traffic, transportation, crime, 
water supply, waste elimination, air 
pollution, recreation—of the Greater 
City, spilling out into the suburbs, calls 
for harmonious, if not co-ordinated, 
action. How can the metropolitan City 
of the future act intelligently on these 
matters if the area is split up into a 
hundred separate local governments, 
no one of which can solve its own prob- 
lem completely without the continuous 
co-operation of its neighbors? 


It is almost a miracle that New York 
City has pursued a water supply policy 
which may well prove to be the salva- 
tion of politically and fiscally independ- 
ent suburbs. This has come about large- 


260 MODERN MANAGEMENT FOR THE CITY OF NEw YORK 


ly through the accident that New York’s 
water sources and reservoirs lie in the 
neighboring communities, or that its 
aqueducts pass through these commu- 
nities, so that pledges were made to 
supply local needs as well as those of 
the City itself. This was also fiscally 
possible because water happens to be 
something which can be measured and 
sold “at cost,” under Legislative man- 
date. This sense of regional responsi- 
bility and joint financing, which has 
come about inadvertently for the City’s 
water supply, has played no part in 
other developments except where the 
local governments have been superseded 
by an authority or a State program. 
One reason is, of course, the fact that 
financing the costs of the expanding 
community is directly tied to legal 
boundaries, because the whole machin- 
ery of taxation rests on the established 
boundaries of municipal corporations 
and “bodies politic.” Thus the hundreds 
of thousands of commuters who daily 
come to New York from the satellite 
communities, requiring City govern- 


ment services, live outside the City’s ’ 


taxing boundaries, and make no direct 
contribution toward paying for the 
services which they require. And, simil- 
arly, the outside communities at times 
face expenditures occasioned by the 
central City or by their lesser neigh- 
bors, but have no way of apportioning 
the burdens involved. In too many cases 
the tax boundaries run counter to the 
activity boundaries, allocating burdens 
where they do not belong and benefits 
where they are not paid for. 


The old solution of annexation and 
political unification is no longer the 


answer. It does not give people what 
they want in terms of local community 
life, and it is, moreover, legally thwarted 
by the home rule protections of the 
State Constitution. 


Thus, other devices will have to be 
developed and tried, devices like inter- 
community contracts, special service 
agreements, overriding ‘authorities,’ 


and interstate compacts. 


These are manifestly important ques- 
tions for the future. The Mayor’s Com- 
mittee on Management Survey has not 
attempted in this Report to present a 
“solution” for these metropolitan prob- 
lems. This could be attempted only by 
a body with jurisdiction over an area 
broader than that of the City bound- 
aries and only after extensive, funda- 
mental, and “inventive” research not 
only into the governmental and service 
needs of the new types of metropolises 
which are arising, but also into the 
needs and desires of the human beings 
who will live in these great, sprawling, 
motorized cities of the future. Such an 
inquiry would have carried this Com- 
mittee far beyond the terms of its 
assignment. ) 


We insist, however, that the major 
Management recommendations which 
we present, particularly in Chapter II, 
will give the City a strong and co- 
ordinated center of management direc- 
tion, programing, and planning for the 
future, and that this in itself is the 
most important step which the City can 
now take to make its contribution to- 
ward the ultimate solution of the larger 


problems of the entire metropolitan 
area. 


CONCLUSIONS ON POLICY PROBLEMS AND MANAGEMENT 


In this chapter we have endeavored 
to list the major governmental] prob- 


lems Which are most frequently men- 
tioned by the public as requiring action 
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over the next decade and which seem 
to us to have important implications for 
management. 


We have not sought to present “solu- 
tions” for all these difficult problems. In 
fact, the Mayor’s Committee on Man- 
agement Survey is not the appropriate 
body to wrestle with such policy mat- 


ters. What we have done, in accordance 
with our assignment, is to make certain 
that the plans laid out for the future 
organization of the City government 
and the major management procedures 
are adequate to perform the work that 
lies ahead, and that the fiscal system is 
appropriate and able to carry the load. 


- 
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APPENDIX A 


MINORITY STATEMENT ON PRESENT BUDGET SYSTEM 


The members of the minority group 
are in agreement with the other mem- 
bers of the committee on the need for 
changes in the form of presentation of 
the expense budget. In fact, the Bud- 
get Director is taking steps to present 
certain city departments in a program 
type form in the 1953-54 Budget which 
is now being prepared. However, we do 
not agree with many of the statements 
which are included because they are 
not factual and tend to render an er- 
roneous conclusion concerning the 
degree of effectiveness of the existing 
System. 


The most serious of these misstate- 
ments are contained in various sections 
of Chapter V - Volume I, but are high- 
lighted in Chapter I “General Find- 
ings” under the sub-heading “Anti- 
quated Budget System,” item 7. 

They include the following: 


2nd Paragraph — Item 7 


“Under the present budget system 
the departments have very little 
chance to adjust their work from day 
to day to meet changing conditions, or 
to make use of their working force 
on the basis of new plans designed to 
meet new problems. We make this 
kind of good management all but im- 
possible with our present budget sys- 
tem.” 
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The present budget provides a line 
and code control of positions. This is 
financial control but not program con-_ 
trol which is referred to above. Under 
the existing system the departments 
have considerable flexibility in the as- 
signment of their working forces be- 
cause the present line budget does not 
provide a program type of control. 


However, under a program type bud- 
get, appropriations will be made on a 
project basis and the individual posi- 
tions will be restricted to the specific 
purposes of the approved program. Con- 
trary to general belief, the existing 
line budget provides greater flexibility 
to meet changed plans and new prob- 
lems. Under the program type budget 
interim changes from one program to 
another will require specific approval. 
Under the existing line budget such ap- 
proval is not necessary. 7 


3rd Paragraph — Item 7 


“Under our present system as now 
operated the judgment of the budget 
examiner and of the Bureau of the 
Budget is too often in effect substi- 
tuted to a very large degree for that 
of the professional staff and the top 
management of the Department be- 
cause of budget control over depart- 
ure from line items in appropria- 
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tions, budget control over the filling of 

vacancies and budget review of con- 

tracts.” 

The contention of the majority group 
concerning the substitution of the judg- 
ment of the budget examiner for that 
of the top management of the depart- 
ment is completely false. The budget ex- 
aminer investigates the various re- 
quests of the department and reports 
his findings and recommendations to 
the Budget Director. Having both sides 
of the problem, the Budget Director 
makes his decisions. While he may 
agree that, of itself, a requested pro- 
gram is desirable, the Budget Director 
must consider the relative merits of this 
request against those of other agencies 
and the effect on the overall financial 
situation. Neither the individual depart- 
ment nor the budget examiner are in a 
position to supply this type of evalua- 
tion. Whether the Budget Director 
agrees or disagrees with his examiner 
or the department is beside the point. 
The main issue is the fact that it is his 
judgment and his decision that is rend- 
ered. Any statement or inference that 
any subordinate in the Budget Bureau 
passes final judgment on any issue is 
absolutely untrue. These facts have been 
made known to the members of the 
majority and we of the minority are at 
a loss to understand their reluctance to 
correct a statement so obviously false. 


4th Paragraph — Item 7 


“No vacancy is filled in any office 
without the specific approval of the 
Budget Director.”’ 

The above statement is contrary to 
facts which are easily discernible. All 
teaching and other positions in the 
Education and Board of Higher Educa- 
tion budgets, except those in the ad- 
ministrative service, may be filled 
_without any contact whatever with the 





Budget Director’s office. In addition, 
all positions in the budgets of the five 
Borough Presidents are filled and re- 
filled without the approval of the Budg- 
et Director. Moreover blanket certifi- 
cates are issued by the Budget Director 
at the start of each fiscal year to fill and 
refill essential operating positions in 
many services, including those in the 
nursing and dietary services of the Hos- 
pital Department. 


The control over the filling of vacan- 
cies delegated by the Board of Estimate 
to the Director of the Budget is an es- 
sential aid to budgetary administration 
for many reasons, chief among which 
are the following: 


(1) It enables top level adminis- 
tration to maintain proper financial 
control and to weigh the relative 
merits of the programs to be acceler- 
ated or deferred. 


(2) It prevents the filling of posi- 
tions that have become less essential 
since the budget was prepared and 
also controls fillings related to sea- 
sonal demands or other controlling 
factors. 


(8) It enables the administration 
to maintain a measure of uniformity 
in salary standards and _ prevents 
“raiding” by agency heads inevitable 
if controls were not in force. 

We do not agree that the findings as 
presented in the majority report repre- 
sent a true statement of the facts as 
they now exist. 


ABRAHAM D. BEAME 
CHARLES HOROWITZ 
Morris IUSHEWITZ 
JOHN P. MCGRATH 
CHARLES F. PREUSSE 
WILLIAM REID 
WILLLIAM F.. SHEA 
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MINORITY STATEMENT ON WASTES FROM OVERMANNING 


The majority and minority groups of 


the Mayor’s Committee on Management. 


Survey are in agreement that a pro- 
gram of department by department 
analysis should be undertaken along the 
lines outlined in the “Eight Point Pro- 
gram for Action” contained in this sec- 
tion of the report. However, we of the 
minority, are not in agreement with the 
estimates of dollar payroll savings nor 
with the methods employed to arrive 
at those estimates. 


The majority report says (page 48) : 
“It can be stated conservatively that 
savings of between five and ten per cent 
of payroll can be realized in most de- 
partments by an immediate, well 
planned ‘belt tightening’ program.” 


Based on the existing payroll of $737 
million (exclusive of State and Federal 
reimbursement), the estimated payroll 
savings of between five and ten per 
cent would run between $37 million and 
$74 million. But the current budget al- 
ready provides $45 million to $48 mil- 
lion payroll savings by compulsory ac- 
cruals, of which $30 million represents 
“normal” accruals, and the balance of 
$15 million to $18 million represents the 
extra-ordinary accruals necessitated by 
the financial straitjacket in which the 
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city has to operate during the current 
budget year. 


The majority report nowhere states 
Whether these estimatated savings of — 
between $37 million and $74 million 
represent (a) a duplication of the sav- 
ings already reflected in the current 
budget by the foregoing compulsory ac- 
cruals aggregating $45 to $48 million; 
or (b) additional savings over and 
beyond the total of such accruals; or 
(c) additional savings over and beyond | 
only the present “normal” accruals of 
$30 million. 


The majority report says (page 48): 
“This program of ‘belt tightening’ 
should produce substantial dollar sav- 
ings over and beyond the reductions 
derived from normal accruals.” The re- 
port does not indicate, however, whether 
the word “substantial” relates back to 
the five to ten per cent estimate of 
total payroll savings, or is intended to 
mean the net amount of these savings 
after deducting the normal accruals. 
The latter would seem to be what the 
majority mean because they say later 
(page 49): “The Headquarters’ Staff 
of the Committee believes that from 
$12 million to $25 million beyond nor- 
mal accruals and beyond the spec- 
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ific economies suggested in the several 
departmental management surveys can 
be counted on.” 


As is indicated above, the 1952-1953 
budget now requires $15 million to $18 
million beyond normal] accruals. While 
this figure does not cover exactly the 
same area as the savings estimated by 
the Headquarters’ Staff from the 
proposed program, since the $15 million 
to $18 million is based on accruals 
across the board rather than on 
manning table studies, there is, never- 
theless, a substantial overlap between 
them.”’ 


If the majority report suggests pos- 
sible payroll savings of $29 million— 
$74 million (ten per cent of payroll) 
less $45 million representing the cur- 
rent accruals—it is demonstrably un- 
realistic. If it suggests possible payroll 
savings of $44 million—$74 million less 
only the $30 million of normal accruals, 
—then it is even more unrealistic. And 
if it is intended to suggest that the 
entire $74 million representing ten per 
cent of payroll savings as over above all 
accruals, then it is truly in the realm of 
the statosphere. 


The majority report unequivocally 
states that these payroll savings can be 
accomplished solely by “belt tighten- 
ing’. To us that means that these sav- 
ings could be accomplished without re- 
ducing the existing level of service. We 
do not agree with this contention. It is 
a known fact that the only place you 
can save is where you propose spending. 
Therefore, any substantial savings must 
be made in those areas where the bulk 
_ of the payroll is to be expended. Allocat- 
ing the claimed saving on the same per- 
centage reflected in the present budget 
accruals, the resulting cuts required in 
appropriations would be as follows: 


Cut in Present Budget Required 
to Achieve Savings of 


Department 29. M. 44. M. 74. M. 
EQUCAHOM .2..cccsssocssseece. 9.3 14.2 23.9 
RONICE ae cece. cecil estes csesck oo 3.5 5.2 9.0 
PLLC Moraceae ree peter ners 2&9 1.4 2.2 
SANMOPION 9 sc cosirhetheess. Pee) 3.5 59 
Hospitals: sc. .scoscissasetesss 72 11.0 18.5 
RIGHT 8 russia ecgceursneses 6 9 1.4 
Welfare: 36.005... 5¢c0008s LZ 1.8 3.0 
25.0 38.0 63.9 
Other Agencies .......... 4.0 6.0 10.1 
29.0 44.0 74.0 


Is it the contention of the majority 
that the existing Education personnel 
budget can be cut by from $9.3 million 
to $23.9 million; that $7.2 million to 
18.5 million can be saved in hospital 
personnel and that the police and fire 
budgets could be cut from $4.4 million 
to $11.2 million, a staff reduction of 
1100 to 2800 men? We do not believe 
these savings can be made without 
drastic reduction in service. 


The departments set forth individu- 
ally in the preceding tabulation were 
selected for two reasons — (1) it is in 
these areas where the bulk of city ex- 
penditures are made and (2) it is these 
self-same areas that have been the sub- 
ject of specific studies by outside con- 
sultants employed by this Committee. It 
is significant to note that the claimed 
immediate savings resulting from these 
consultant studies as stated in Appendix 
“A” of this report, do not exceed $3,- 
000,000. It is unrealistic to claim that, 
on the basis of a “quickie” survey in 
five small unrelated areas, savings can 
be made in other areas eight to twenty- 
one times greater than the actual sav- 
ings estimated by the experts employed 
to make detailed specific studies. 


The confusion and error in the major- 
ity report results from unjustified 
reliance on this hop, skip and jump type 
of manning table survey in five small 
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departments :—Correction, Marine and 
Aviation, Public Works, Purchase and 
Water Supply, Gas and Electricity. 


One of the five departments surveyed 
was the Department of Correction. This 
department had been the subject of an 
intensive study for several months by 
the Bureau of the Budget. The recom- 
mendations resulting from the scientific, 
intensive and sound approach under this 
detailed study of the Budget Bureau 
were in sharp contradiction to those of 
the “blitz” type of study conducted by 
the consultants. 


When our Committee was created, it 
was directed to “drive forward with 
a comprehensive management survey 
of the work, organization, fiscal prob- 
lems and inter-governmental relations 
of the City of New York, so that 
prompt, effective action could follow.” 


When the subject and use of man- 
ning tables was first proposed to the 
Committee, we opposed this type of re- 
view and insisted that surveys should 
be comprehensive and form a solid basis 
for action, in accordance with the Com- 
mittee’s defined functions. 


Because of their limited depth and 
the relatively small amount of time 
allotted, these studies represent at best 
observations or reconnaissance. They 
can be utilized for pointing up areas 
requiring more intensive analysis, but 
of themselves do not provide a basis 
for prompt and effective action in every 
department. 


However, the Committee approved the 
use of this type of examination, but 
limited them to a few selected depart- 
ments. These studies were the subject 
of considerable discussion by the Sub- 
Committee on Scope and as a result no 
further surveys of this type were au- 


thorized. The Headquarters’ Staff of the 
Committee agreed that no use would be 
made of these reports, that they would 
be referred to the respective depart- 
ments for whatsoever action appears 
reasonable. Accordingly, the proposal to 
extend this type of examination was 
considered by the committee and was 
not accepted. 


The fallacy in the majority reasoning 
is further emphasized by the statement 
already referred to in the majority re- 
port (page 49), viz: 


“The Headquarters’ Staff believes 
that from $12 million to $25 million 
beyond normal accruals and beyond 
specific economies suggested in the sev- 
eral departmental management surveys 
can be counted on.” In Appendix “A” 
supporting the “saving” figure, the 
Headquarters’ Staff sets down its own 
calculations and results. After allowing 
for specific savings in the various de- 
partments surveyed by special con- 
sultants, they eliminate the payroll costs — 
of these departments so that they re- 
duce the original payroll figure of $737 © 
million to $156 million to which they 
apply the mythical saving of 714% 
(Vol. II, App. A). Even upon this basis 
their claimed saving is only $11.7 mil- 
lion beyond “normal accruals”. No ex- 
planation is offered as to the reason for 
expressing this as “$12 million to $25 
million”. The Headquarters’ Staff ap- 
pears to have taken credit twice for the 
specific economies suggested in the sev- 
eral management survey reports. The 
$12 million to $25 million savings re- 
ferred to by them would include the 
Specific economies of the consultants 
and this latter reference should be de- 
leted. Although we dispute the arbitrary 
approach upon which this figure is 
based, the claimed saving falls of its own 
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weight when we consider that in this 
present budget the City has already 
deducted $15 million to $18 million 
beyond ‘“‘normal’ accruals. 


Both the majority and minority 
groups of the Committee recognize the 
limitations and weaknesses of this ap- 
proach as indicated in the following 
quotation from this chapter: 

“The inherent limitations of a 
quick, intensive study of this sort are 
fully recognized and the results are 
not to be construed as a definite 
prescription for specific savings since 
operating officials may adduce valid 
objections to some of the sugges- 
tions.” 

We of the minority do not claim that 
intensive manning studies will be un- 
productive of savings. We do, however, 
dispute the claim of the majority that 
these studies were intensive and that an 
arbitrary percentage applied to payroll 
will produce a solid figure that could be 
reasonably expected. 

The minority regrets the fact that it 


has become necessary to dissent on this 
important matter. 


If it is possible to make cuts in next 
year’s City Budget that will result in 


savings of between five and ten percent, 


- then it is incumbent upon the majority 


to furnish a bill of particulars showing 
just how and where this can be done. 
This is too important to leave to specu- 
lation or doubt. It is the feeling of the 
minority that this kind of unsupported 
general statement about the New York 
City Budget beclouds the finances of 
New York City and is seriously detri- 
mental to the City’s welfare. 


The unsupported statement that five 
to 10 percent of the City Budget can 
be saved without specifying where and 
how the savings can be realized, is un- 
worthy of a Committee which has spent 
over three years studying the City’s 
government and its finances. The state- 
ment should either be substantiated or 
withdrawn. 


If it can be substantiated, the minor- 
ity will quickly join with the majority 
in endorsing such a program. 


ABRAHAM D. BEAME 
CHARLES HOROWITZ 
MorRIS IUSHEWITZ 
JOHN P. MCGRATH 
CHARLES F. PREUSSE 
WILLIAM REID 
WILLIAM F.. SHEA 
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MINORITY STATEMENT ON EFFICIENCY AND ECONOMY 


In the best interests of the public, and 
in fairness to the Committee and its 
Executive Director, the facts should be 
made known as to why that part of the 
Mayor’s Committee work designed to 
list dollar savings immediately avail- 
able did not bear fruit. 


It is important that there be no mis- 
understanding concerning the nature 
and content of this Report. This docu- 
ment presents a most important pro- 
gram of management improvement, 
which if adopted and enforced with de- 
termination, will give New York City 
a modern system of governmental man- 
agement and can ultimately produce 
substantial economies without impair- 
ment of essential municipal services, 


The report clearly shows how to 
overcome the following major weak- 


nesses that have developed over the 


years in the management of the City 
government: 


Inadequate top and middle manage- 
ment. 


Lack of incentives for good manage- 
ment and economy. 


Over-expansion of some City activi- 
ties. 
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Outgrown personnel administration. 
Slack in productivity. 

Antiquated budget system. 

Neglect of maintenance. 


Tardy attention to and deadening 
delay on major problems. 


The solid achievement of the Mayor’s 
Committee on Management Survey and 
the practical values that may ultimately 
result from its work must not be de- 
preciated because the Report fails to 
list and document specific dollar savings 
that can be effected in the 1953-54 
budget. 


The Life and Death of the 
Economy Program 


Although efficiency and economy in 
City government were featured as a 
primary stated objective in the creation 
of the Mayor’s Committee on Manage- 
ment Survey, the Committee and its 
Executive Director labored against 
heavy odds in trying to develop a pro- 
gram of studies aimed at achieving this 
objective. 


Almost from the beginning it grad- | 


ually became apparent that some City 
officials would resist studies looking 
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towards dollar economies. At the same 
time, the pressure for a program grant- 
ing to the City greater taxing power 
and increased State aid was insistent. 
Efforts were made to induce the Com- 
mittee to support a revenue program 
before the City’s needs were even 
roughly determined. 


The official distaste for an examina- 
tion of the subjects of efficiency and 
economy was mirrored in the fate of an 


all-important Economy Program which | 


was drafted by Dr. Gulick, the Com- 
mittee’s Executive Director, in August 
1950, languished until April 1951, and 
was finally shelved despite the fact that 
a limited pilot study had demonstrated 
substantial potentialities for savings. 


The proposed Economy Program was 
first outlined in the 23-page Document 
No. 25 of August 1950. It was a well- 
conceived, step-by-step action program 
for dealing with inefficiency and waste 
at each of five points: poor general 
direction, needless and inappropriate 
activities, bad organization, inefficient 
methods, and overmanning. 


The program included consideration 
of the elimination of activities and im- 
provements in organization structure. 
Specific reference was made to an ex- 
amination of “overlapping and duplica- 
tion, particularly among the secondary 
activities.”” Methods were to be modern- 
ized. The elimination of excess man- 
power was to be tackled frontally, by a 
policy, whenever appropriate, of “no ap- 
pointments to fill existing vacancies, or 
vacancies created by temporary leaves 
taken for military service.” Controls 
and techniques were set up for this 
direct action manpower-reduction pro- 
gram. 


Some of the proposals in Document 
_ #25 have been carried bodily into other 


projects. Others have been partially cov- 
ered. But two of the most significant 
problems—needless and inappropriate 
activities, and overmanning — have 
hardly been touched upon at all. 


Chapter III of the final report of the 
Mayor’s Committee proposes substan- 
tially the Economy Program recom- 
mended by Dr. Gulick two and a half 
years ago. It proposes almost the same 
action now that was proposed then. Had 
such action been started then, the City 
would now be able to enjoy the mone- 
tary savings that the Economy Progam 
could and should have produced. While 
then the Mayor’s Committee could have 
helped to review and sharpen the pro- 
gram, now the City Administration has 
complete control of it. 


It is pointed out in the final report 
that the Mayor has now taken the first 
step in carrying out an Economy Pro- 
gram, by directing Commissioners to 
review their agencies’ activities and 
budgets. However, the step is too little, 
and too late. The City Administration 
had this program two years ago. If it 
had been really interested in economy, 
it would have started the program at 
that time when a coordinated attack 
could have been made on the problem 
with the aid of the consultants and 
funds available to the Mayor’s Commit- 
tee. 


Inaction on the Economy Program 


No part of the Economy Program out- 
lined by Dr. Gulick was undertaken 
from August 1950 to April 1951, a 
period during which less important 
studies were begun. 

The six-month report of Dr. Gulick, 
on September 5, 1950 listed the Econ- 
omy Program in 12th place in the total 
survey. The report stated: 
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“The time is now ripe for us to 
move forward on a specific program 
of economy, department-by-depart- 
ment. Important in this connection 
will be the elimination of excess man- 
power, and specific attention to un- 
necessary or marginal activities, 
overlapping functions, and moderni- 
zation of methods. Specific sugges- 
tions for action to be undertaken now 
or very soon are contained in the 
Memorandum mentioned above.” 


In the nine-month report of the Ex- 
ecutive Director on December 9, 1950 
the Economy Program had moved from 
12th place to 18th. This report stated: 


“The Headquarters Staff has de- 
voted considerable attention to the 
problem of economy in and of itself. 
While better management and or- 
ganization, growing from the specific 
functional studies which have been 
set in motion (such as the transporta- 
tion, sanitation and education stud- 
ies) should turn up opportunities for 
economy in these areas, the Staff has 
reached the conclusion that the Com- 
mittee should also give attention to 
the economy problem per se. With this 
in mind, certain possibilities and ap- 
proaches have been reviewed, and a 
document will be made ready for con- 
sideration by the Committee around 
the first of the year. This might well 
become a first order of business as 
soon as the six-projects listed above 
shall have been acted upon.” 


The minutes of the meeting of the 
Subcommittee on Scope, Plan and Pro- 
cedure held on December 18, 1950 stated 
that: 


“Document No. 25, which had pre- 
viously been distributed to the Com- 
mittee was briefly discussed. Because 
of the great importance of this sub- 
ject, it was decided that the Commit- 
tee should consider the document 
further, and that an entire meeting 
should be set aside for its discussion. 
Headquarters Staff was requested to 
prepare an agenda for such a meeting 
based on the questions in the docu- 





ment which call for action by the 
Subcommittee on Scope.” 


The proposed meeting was never 
held. 


The twelve-month Report of the Ex- 
ecutive Director of March 1, 1951 listed 
the Economy Program, now in 19th 
place, “for early consideration.” This 
report stated: 


“Economy is a persistent major ob- 
jective of the program of the Mayor’s 
Committee. In connection with each 
major management study, the con- 
sultants have undertaken the respon- 
sibility of exploring the possibilities 
of more economical management in 
the area of work entrusted to them 
along with the maintenance of high 
service standards. This will involve 
also the tabulation and ranking of 
program activities of the departments 
involved to make possible a listing of 
those activities in order of their pri- 
ority. Certain of the studies, such as 
the records management project, the 
work-simplification study in the Wel- 
fare Department, and the study of 
office mechanization are directly 
aimed at economy measures. 


“In addition to those approaches to 


economy, the Headquarters Staff hag | 


prepared for early consideration by 
the Committee suggestions leading to 
a_ direct-action economy program. 
This will be presented for considera- 
tion in the near future.” 


The Manning-Table Survey Approach 
to Economy 


At the April 26, 1951 meeting of 
the Subcommittee on Scope, Plan and 
Procedure, a new Manning-Table Sur- 
vey was proposed, as a partial approach 
to economy: 


“Dr. Gulick reported that with the 
basic, comprehensive studies of the 


Committee now under way, a review 


of manpower allocations and utiliza- 
tions in City departments appeared 
essential in order to determine what 
departments and what units and ac- 
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tivities thereof were overstaffed. 
Such studies would be particularly 
valuable in those departments where 
no general management studies are 
presently under way. 


“Dr. Gulick stated that while no 
action by the Subcommittee was re- 
quired on this project, inasmuch as 
it is part of the work and budget of 
his staff, he presented this report in 
accordance with the policy of keeping 
the Subcommittee apprised of all 
projects.” 


The “Plan of Action for Manning- 
Table Survey,” a 4-page unnumbered 
document stated: 


“The time has now come to make 
an intensive, agency-by-agency re- 
view of manpower allocations and 
utilizations in day-by-day operations, 
to come up with hard-hitting, specific 
recommendations for immediate per- 
sonnel economies. It is unnecessary to 
belabor the point that the recent furor 
over the sales tax, and the steady 
deterioration of the City’s fiscal posi- 
tion, makes such an analysis manda- 
tory—if for no other reason than ‘to 
lay the ghost’ once and for all as to 
whether under existing operating con- 
ditions the City is, as has been 
charged, guilty of wastes in manning 
running from $50,000,000 to $100,- 
000,000 in annual personal service 
charges. The editorial in the New 
York Times of April 26th is but the 
most recent of many voices raised on 
this whole matter. 


“Such a study will be immediately 
fruitful, over and above all across- 
the-board studies currently under 
way on such matters as office mechan- 
ization, records management, and the 
like, since the Mayor’s Committee 
must definitely make every effort to 
‘pull up the slack” in existing oper- 
ations, no matter what recommenda- 
tions are made for the long-pull. 
Under present and impending turn- 
over conditions, the time is particu- 
larly propitious for effecting man- 
power reductions. 


“Headquarters Staff has already 
undertaken the preliminary steps 
necessary to getting such a study 
under way. This work is being 
financed by appropriations presently 
in the Executive Director’s budget. 
The degree of penetration in such 
a study is, of course, subject to con- 
trol; however, the importance of this 
review is so great, that we should be 
prepared for the possibility of the 
need for a special appropriation if the 
results of our present work warrant 
i. 

The Manning-Table Survey method 
involved a unit-by-unit review of po- 
tentialities for almost immediate reduc- 
tions of manpower and other costs with- 
out reducing essential services, done by 
consulting engineers in cooperation 
with responsible agency supervisors 
and executives. 


When the consultants completed the 
Manning-Table Survey report on the 
first two City departments, the results 
were of such significance that the Exec- 
utive Director proposed that “the Sub- 
committee on Scope, Plan and Procedure 
consider setting up a definite project, 
covering perhaps 20 departments, and 
requesting the necessary appropriation 
therefor.” (Document No. 85, June 14, 
1951) 


There was, however, a strong adverse 
reaction by the Budget Bureau members 
of the Mayor’s Committee to an exten- 
sion of the Manning-Table Survey. The 
minutes of the Subcommittee on Scope, 
Plan and Procedure for June 21, 1951 
report that: 


“Mr. Beame expressed strong re- 
servations as to the technique em- 
ployed, and there was considerable 
discussion as to the merits of the 
study. The general consensus, aside 
from that of the two members from 
the Budget Bureau, was that this 
technique should point up opportuni- 
ties for important savings, even 
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though the reports produced could 
not be construed as definite formulas 
for savings, but rather would serve 
as guides for the executives in 
charge of departments, and would at 
least indicate the order of magnitude 
of savings that could be expected. 
It was understood that the studies 
should continue as a Headquarters pro- 
ject. Three more departments were 
thereafter studied with the same tech- 
nique. In each case tremendous potenti- 
alities for savings were disclosed. 


It must be clearly understood that the 
Manning-Table Surveys did not involve 
detailed methods analysis and work sim- 
plification, which would of themselves 
produce substantial savings, or a policy 
review of the necessity for major and 
secondary programs and activities. The 
Manning-Table Surveys therefore rep- 
resented only a small part of the sav- 
ings possible in a large scale Economy 
Program such as had been contemplated 
a year earlier. 


Burial of the Economy Program 


~ By the end of the summer of 1951, it 
was becoming increasingly evident that 
the original Economy Program, formul- 
ated in Document No. 25 a year earlier, 
would languish and die. 


In an effort to salvage the remains, the 
Manning-Table Survey, conceived as a 
partial approach to economy, was sub- 
stituted for the original full Economy 
Program. The September 1, 1951 Status 
Report of Dr. Gulick said: 


“General Review of Economy Op- 
portunities. In connection with each 
major management study, the con- 
sultants have proceeded to explore the 
possibilities of more economical man- 
agement along with the maintenance 
of high service standards. This will 
involve also the tabulation and rank- 


ing of program activities of the de- 
partments involved in certain cases to 
make possible a listing of those ac- 
tivities in order of their priority. 
Certain of the studies, such as the 
records management project, the 
work-simplification study in the Wel- 
fare Department, and the study of 
office mechanization, are directly 
aimed at economy measures. 


“In addition to these approaches to 
economy, Headquarters Staff engaged 
the Charles M. Zust Company to con- 
duct intensive studies on management 
improvement in five departments, 
with special emphasis on determining 
specifically where manpower savings 
are possible. The premise underlying 
these studies is that considerable 
overall savings in manpower are pos- 
sible—in fact, vitality necessary—but 
that they cannot be constructively 
achieved by a blanket application of 
a percentage reduction, or the simple 
aplication of a ‘no vacancies filled’ 
policy.” 

The first paragraph of these com- 
ments is almost word-for-word the same 
as the one previously quoted from Dr. 
Gulick’s Twelve-Month Report. But the 
earlier report continued: “in addition 
to these approaches to economy, the — 
Headquarters Staff has prepared for 
early consideration by the Committee 
Suggestions leading to a direct action 
Economy Program.” 


There were two pages devoted to com- 
ments on a “General Review of Econo- 
my Opportunities,” all of them on the 
Manning Table Survey project, which 
ended with the statement: 


“The pilot studies thus far made 
would indicate a conservative esti- 
mate of possible savings of many mil- 
lions of dollars annually in payroll 
costs if such a technique were fol- 
lowed up in all departments, under 
strong leadership.” | 


Even this limited approach to econo- 
my was rejected by the City. 
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At the meeting on September 11, 1951 
of the Subcommittee on Scope, Plan and 
Procedure, Dr. Gulick announced that, 
at the insistence of the Budget Bureau 
members, he had withdrawn his original 
request for a City-wide study of econo- 
my and had confined the projects to 
the five studies already completed. 





On October 9, 1951, over a year 
ago, it was pointed out in a letter and 
memorandum to the Committee: 


“The original comprehensive Econ- 
omy Program formulated a year ago 
has been shelved. Additional Manning 
studies have also been abandoned. 


“This brings efforts to fulfill the 
Committee’s declared objectives to a 
standstill, except as a by-product of 
the work of the other survey teams. 
While it is natural to expect that in- 
dividual studies will in one form or 
another, approach the question of 
economical operation, the need to deal 
with the subject separately was 
recognized at the outset. This need 
seems no longer to be recognized. 


“The issue of extending vigorously 
the originally-scheduled economy pro- 
gram seems to me to be of trans- 
cendent importance for the Mayor’s 
Committee. In the absence of a firm 
effort in this direction I fail to see 
how our Committee will be qualified 
to determine the City’s revenue 
needs.” . 

The Budget Bureau’s response was a 
renewed attack on the detailed recom- 
mendations of the Manning-Table Sur- 
vey. Neither a more intensive Manning- 
Table Survey, nor the larger Economy 
Program was forwarded thereafter. 


Of course, we might at that point 
have tried to force the issue or to re- 
sign in protest at the burial of the 
Economy Program. But any such action 
would have jeopardized the positive 
values of the important management 
improvement program on which there 
‘was substantial unanimity among the 





_ Committee members. Furthermore, even 


if the Committee insisted, the Economy 
Program could not have succeeded with- 
out the whole-hearted cooperation of 
the Administration—and it was obvious 
that such cooperation did not exist. 


The Manning-Table Survey and its 
results are described in Chapter III of 
the final report of the Committee. Their 
inclusion, despite strong attempts to 
expurgate them, is the result of the 
strongly-held opinion of the Executive 
Director and the Mayor’s Committee 
that substantial economies are possible, 
if only there were open-minded willing- 
ness and competence applied to obtain- 
ing them. 


Limitations on the Individual 
Consultants 


Although the frontal attack on effi- 
ciency and economy were gradually 
abandoned, there were some incidental 
skirmishes with the problem in the 
work of the several consultants. How- 
ever, their efforts were uncoordinated 
and relatively ineffective. 

While the possibility of effecting 
economies was an important factor in 
the planning of the program of basic 
comprehensive studies, much of the 
effort of the consultants was concen- 
trated on developing long-range plans 
for better organization and manage- 
ment, because direct economies were to 
have been handled in a separate pro- 
gram. 


The Committee properly sought de- 
partmental reaction to each of the 
reports. Almost without exception, de- 
partmental reaction was hostile in the 
extreme. City officials responsible for 
the supervision of studies of their own 
operations showed a natural sensitivity 
to criticism. This sensitivity, unfortu- 
nately, sometimes took the form of 
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bullying the consultants. It can be noted 
parenthetically that, despite euphemis- 
tic praise in the Committee’s report, 
cooperation was spotty and in some 
cases absent; in a few cases active ob- 
struction was encountered. In attempt- 
ing to soothe outraged official feelings, 
compromise by the Committee often 
weakened the full significance of the 
consultants’ reports. 


Conclusion 


The Report of the Mayor’s Committee 
on Management Survey pictures broadly 
how present and future governmental 
activities can be evaluated, how man- 
agement improvements can be intro- 
duced, and how to get efficiency. Many 
excellent illustrations of savings are 
supplied both in the Report of the Com- 
mittee and in the survey reports of the 
consuitants and engineers. But the 
Report falls short of one of the primary 
Committee objectives: “to achieve the 
greatest amount of efficiency and econ- 
omy possible, consistent with the main- 
tenance of adequate public services by 
the City.” 


During the three years since the 
Committee was established, the City’s 
budget has grown from $1,197,000,000 
to $1,469,000,000, with the threat of a 
further increase to $1,700,000,000 or 
more in the near future. The Committee 
spent three years time and $2,144,000 
in its careful work. Yet, in its final 
Report, the specifically documented dol- 
lar savings applicable to next year’s 
budget resulting from its work amount 
to only 14 of 1% of that budget; and 
the Budget Director has stated that he 
knows of no net savings in previous 
budgets attributable to the work of the 
Committee. 


Those who may seize upon the lack 
of dollar savings to argue that the City 


government is efficient, or that no sub- 
stantial economies can be effected in 
its operation, or that the work of the 
Committee can be written off, will do 
a great disservice to the people of New 
Vouk: 


The apparently infinitesimal savings 
shown in the Report are the result 
neither of incompetence of the con- 
sultants nor of the lack of potential 


~ economies in the operation of City 


agencies. They are the result of inherent 
limitations imposed by the City on the 
work of the Committee from its incep- 
tion, and the tendency of City officials 
both to ignore economy and to press for 
greater revenue programs. 


In the light of what happened, it per- 
haps could not be expected that a 
Committee constituted as this was could 
reach agreement on what marginal or 
unessential services and activities should 
be curtailed, or could present a full list 
of savings. 


Budget savings, through the manage- | 
ment reforms outlined in the Report 
depend of course, upon the will to 
economize. No economies and no in-: 
crease in efficiency will be effective 
unless those elected to office believe in 
and press continually for economy. 
Therefore, the way a modern manage- 
ment system will function depends not 
on this Committee but on those who are 
elected to public office. 


The Committee’s ultimate decision, to 
propose a hypothetical long-range re- 
enue program without determining 
needs, we believe to be unavoidable in 
view of the fact that it was unable to 
explore the real size of the City’s needs. 


Those needs can be determined realisti- 


cally only after an intensive study and 
resolute application of efficiency and 
economy measures. We know that the 
opportunities for savings exist in sub- 
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stantial measure and await only the ROBERT W. DOWLING 
willingness of an Administration with PETER GRIMM 

the civic foresight and technical compe- GEORGE H. HALLETT, JR. 
tence to search them out and apply S. EARL HONIG 


them. THOMAS JEFFERSON MILEY 


APPENDIX D 


MINORITY STATEMENTS ON TRANSPORTATION 
ORGANIZATION AND FINANCE 


1. Statement by Charles F. 


We believe that the regulation, con- 
trol, management, operation and financ- 
ing of the subways, the elevated, bus 
and few remaining trolley lines is only 
a segment of the mass-transportation 
problem of the City of New York. 


Passenger transportation in the City 
of New York is provided by subways, 
railroads, buses, trolley cars, and auto- 
mobiles, including taxicabs. These ve- 
hicles operate over and under City 
streets, across bridges and through 
tunnels, including those of the Tri- 
borough Authority. 


The City itself, through the Board 
of Transportation, operates subways as 
well as some of the buses. Several 
private companies operate buses in four 
of the Boroughs. Several railroads op- 
erate partly within the City as well as 
without. Taxicabs are privately owned 
and operated by companies and by indi- 
viduals. Parking facilities are mostly 
operated and owned privately, although 
both the Port Authority and the Tri- 
borough Authority operate some of 
these at rates fixed by themselves. 
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Preusse and William Reid 


Automobiles, buses and trucks using 
the tunnels and bridges owned by the 
Triborough Authority are required to 
pay tolls fixed by the Authority. 


Rates of fare on the City-owned 
transportation lines are recommended 
by the Board of Transportation to the 
Mayor and become effective only after 
approval by the Mayor on the first day 
of the fiscal year. 


Rates of fare on the privately-oper- 
ated bus lines are fixed by the Board of 
Estimate. Taxicab rates are fixed by the 
City. 


Railroad rates of fare are fixed by the 
Interstate Commerce Commission and 
by the Public Service Commission. 


All property as well as interest on 
bonds of the City and the two Author- 
ities is tax-exempt. Taxicab operators 
pay a modest license fee per cab but 
no franchise tax for the use of the 
streets. Bus companies are not tax- 
exempt and, in addition, pay a fran- 
chise tax to the City ranging from prac- 
tically nothing to some 5 per cent of the 
gross receipts. 
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The Triborough Authority has an | 


annual profit of about 25 million dol- 
lars before interest of 4 million, while 
the City’s Transit System has an an- 
nual operating loss of about 50 million 
dollars. 


The City maintains four toll-free 
bridges across the East River which 
are primarily used by motor vehicles, 
including trucks. Many millions of dol- 
lars have been and are being spent by 
the City to rebuild bridges for vehicular 
eratne, but no toll-is charged” for the 
use thereof. There is no logical reason 
for this and the City should charge 
tolls in an amount comparable to that 
charged for the use of the Triborough 
Authority facilities. The City’s bridges 
are just as much a part of the trans- 
portation facilities as are those of the 
Triborough Authority, and motorists 
using these facilities should also pay a 
toll charge. 


Taxicabs as large money makers 
should be compelled to pay for the use 
of the City streets. 


We believe that the use and storage 
of motor vehicles—passenger and trucks 
—the use of the streets, highways, tun- 
nels, bridges for motor vehicles, the fer- 
ries, public parking lots, public parking 
garages, parking meters, and taxicabs, 
and the methods for financing, control- 
ling and regulating the use of these 
facilities is an equally important part 
of the overall mass transportation prob- 
lem. 


We differ from the others on this 
Committee because of their failure to 
see the City’s mass-transportation prob- 
lem as a whole, to treat of it as a whole, 
and to make recommendations for the 
solution of the problem on the broad 
basis we think it requires if real pro- 
gress is to be attained. 


We believe that many of the profitable 
mass-transportation enterprises should 
be made to help pay the cost of the 
unprofitable ones, and that the cost of 
the maintenance and operation of all 
mass-transportation facilities should be 
properly spread and allocated among 
all of the transportation facilities. 


Now there is a hodge-podge of regu- 
lation, control, operation and financing 
of the various components of the mass- 
transportation facilities. 


Some operate at a profit, others at a 
loss. The disposition is to leave to the 
City the ones which are difficult to 
make operate at a profit or at least to 
be self-sustaining and reserve for pri- 
vate or authority operation the ones 
where a profit can be made. 


New York City has experienced fifty 
years of inadequate, bad, and, in many 
respects, shameful or disgraceful oper- 
ation of its subway, elevated, and bus 
lines. In the main, City money bought 
and paid for the subway and elevated 
lines. At all times they have been heavily 
subsidized and favored by City action. 
Notwithstanding this, the elevated and 
subway lines have never operated with 
any real profit to the City. The financing 
of them has been a staggering burden 
upon the City and its financial resources 
and because of the policy to prefer 
financing of them to other needed im- 
provements, the City has suffered in 
many other important respects. 


The construction and maintenance of 
these lines has deprived the people of 
the City of New York of many other 
facilities and improvements’ which 
should have long since taken place, but 
which has been deferred or delayed be- 
cause of the drain of the cost of subway 
construction. In more recent years, the 
drain upon the City has been reflected 
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not only in the capital expenditures, but 
the effects have carried over into and 
become a drain upon the City’s current 
expense budgets because ordinary oper- 
ation costs have been assumed. This fur- 
ther deprives the City of moneys that 
could and should be spent for other 
equally important, vital, and necessary 
services, such as health, hospitals, lib- 
raries, and other like services. The situ- 
ation is extremely acute right now and 
if nothing is done before the next bud- 
get, transit will cost the City about 
$120,000,000 in next year’s budget, $70,- 
000,000 odd for debt service and about 
$50,000,000 for ordinary operations. 


While the City’s system has been oper- 
ating at a loss, and needed maintenance, 
replacement and extensions have been 
neglected, transportation facilities with- 
in the City, and some heavily subsidized 
by the City, have been Ppes ne aee 
financial profit. 


The taxicab industry in the City has 
at all times been in private hands. At 
many, if not most, times during the 
existence of taxicabs which have been 
licensed and given a virtual monopoly by 
the City, the private operators have 
made tremendous profits. At the pres- 
ent time, with a recent generous in- 
crease in rates that was obtained from 
the City, they are again operating with 
tremendous profits. 

All of the tunnel and bridge facilities 
of the City are operated without a 
proper regard for a return to the City. 
This is so, although most were built 
with City money, and where they were 
not built with City money, they have 
been heavily subsidized by the City. 

The Triborough Authority operates 
the Triborough Bridge connecting Man- 
hattan, Bronx and Queens; the Queens 
Midtown Tunnel; the Brooklyn-Battery 
Tunnel; the Henry Hudson Bridge; the 


Bronx Whitestone Bridge; and two 
bridges to the Rockaways. Presently it 
is operating at a level where tremendous 
surpluses are being built up. 


In connection with the use and 
charges for the tunnels and bridges, 
many peculiar situations exist. Take, 
for instance, the Brooklyn-Battery Tun- 
nel and the Brooklyn Bridge. They are 


_less than one mile apart. The City has 


spent millions of dollars to build and 
rebuild the Brooklyn Bridge. It is now 
spending many millions more to re- 
construct and to improve it and its ap-_ 
proaches, to make it more useful and 
accessible for automobile use. No charge 
is now made for vehicles passing over 
it nor is one contemplated. Yet, within 
less than a mile, if a motorist wants to 
pass over into Brooklyn through the 
Authority-operated tunnel, a charge of 
35 cents is made. We believe the charge 
is correct but can see no rational justi- 
fication for the discrimination. The City 
gets nothing, but the Authority gets 35 
cents for an equal service. This is only 
one aspect of the matter showing how 
the City suffers. In addition, the City — 
has spent millions of dollars to build the 
approaches to the Authority’s facilities, 
and millions more for the roads and 
highways between the Authority’s facil- 
ities. 

This is but one of the situations which 
exist with respect to contiguous bridges 
and tunnels over the same river, but it 
is enough to show the lack of a com- 
prehensive approach to the problem of 
mass transportation. 


Another incongruity is the method of 
control of the Henry Hudson Bridge be- 
tween Manhattan and the Bronx. This is 
one of the most widely used bridges in 
the City and it belongs to the Tri- 
borough Authority. A charge of 10 cents 
is made on it. It has long since paid 
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for itself. The toll has never been 
taken off and the proceeds from its 
operation are thrown into the general 
funds of the Triborough Authority and 
used to support its general purpose. 


Besides, the motor vehicles which use 
these facilities that are now throwing 
off tremendous profits pass over streets 
owned by the City. Many of these 
streets are in a bad condition of repair 
but the City is without adequate funds 
to make the necessary repairs on the 
scale that it should. City costs of this 
sort are paid by all the people—not only 
automobile owners. 

The foregoing examples, we believe, 
indicate the necessity for a comprehen- 
Sive approach to the City’s mass-trans- 
portation problem. An entirely new and 
rational approach must be adopted if 
we are to arrive at sensible conclusions 
with respect to how the problem can be 
met. 

We believe the time has arrived where 
the City should sponsor the creation of 
one transportation agency with ade- 
quate power to acquire, by lease or 
otherwise, all facilities necessary to op- 
erate within the City of New York all 
existing or future: (a) subways (b) 
elevated lines (c) buses and trolleys (d) 
bridges, tunnels and ferries (e) park- 
ing garages, parking lots and parking 
meters (f) taxicabs, and (g) any other 
mass-transportation facilities. 

The agency should have power to fix 
rates of fare for the subways, elevated 
and bus lines, and to fix and collect tolls 
on bridges, tunnels, ferries, parking 
meters, public parking iots, and public 
garages. It should also have power to 
own, lease, or otherwise acquire and 
operate any other facilities deemed ex- 
pedient, wise, or necessary to carry out 
the purpose of supplying the City with 
adequate mass-transportation facilities. 


It should have power to issue bonds, 
notes other evidences of indebtedness to 
cover the capital cost of facilities con- 
structed or purchased by it. With such 
powers, of course, the agency would be 
equipped to purchase, lease, maintain, 
operate, and fix charges after acquisi- 
tion on: 


1. The entire transit system owned 
by the City. 


2. The private bus lines operating in 
the City. 


3. The Long Island Railroad within 
the City. 


4. The Staten Island Rapid Transit 
Railroad. 


5. The Staten Island Ferries owned 
by the City. 


6. Bridges and tunnels (a) present 
toll-free bridges; and (b) facilities un- 
der the control of the Triborough Auth- 
ority. 


7. Public parking garages and lots. 


8. Parking on streets (meters and 
other charges authorized by City or 
State, whichever might be necessary). 


9. Transportation terminals. 


It is not proposed that all of this be 
done as a condition precedent to the 
establishment of the agency. However, it 
could commence operations with Items 
1, 5, 6 (a), 6 (b), and 8. 


The agency should construct or ac- 
quire other facilities only after showing 
that the above facilities can be operated 
profitably at reasonable rates of fare, 
tolls, or charges. The inclusion of all 
of the above facilities under one agency 
would provide sufficient earnings to per- 
mit the riders who cannot afford luxury 
riding in automobiles and taxicabs to 
utilize the other mass-transportation 
facilities at lower rates of fare. 
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The agency should consist of seven 
members serving for overlapping terms 
of six years. Since the City continues to 
fumble with this problem, three should 
be appointed by the Mayor and four by 
the Governor. The Governor should 
designate the Chairman. In general, the 
operational setup should follow that of 
the Port Authority. 


Labor 

Any agency created should be em- 
powered to enter into collective bargain- 
ing agreements with employees. More 
than that, the agency should be under a 
duty to enter into such contracts, and if 
the representatives of employees and the 
agency cannot agree upon the terms of 
contracts and rates of wages, an appeal 
should be allowed to some outside source 
for final disposition of the dispute. 

Complete protection must, of course, 
be provided to any present employees of 
any facility taken over with regard to 
pensions and other similar rights now 
enjoyed. 

With regard to acquisition of proper- 
ty, we recommend: 

1. The City should lease to the agen- 
cy all transit facilities now owned by it 
and those under construction when 
completed; the Staten Island Ferries; 
as well as the toll-free bridges, for one 
dollar per year. 

2. For future rapid-transit construc- 
tion, the City should pay for everything 
except rolling stock. 

3. The agency should finance the con- 
struction or acquisition of surface facil- 
ities, including those for parking, to- 
gether with the replacement of facilities 
now in operation, the latter through a 
Depreciation Fund. 

4. New routes, extension of existing 
routes, or the abandonment thereof, 
should not be made by the agency with- 


out approval of the City, except in those 
cases where surface lines, for example, 
are clearly duplicating other facilities 
and are not needed. 


Disposition of Revenues 

From the total revenues derived from 
the operation of facilities under its con- 
trol, the agency should be required to 


_ pay, in the order hereinbelow stated: 


1. Operating expenses, including po- 
licing, depreciation, and pensions. 

2. Interest and amortization on secu- 
rities issued. 

3. The balance of revenues should be 
applied as follows: 

(a) 50% deposited in a Fare and 
Toll Stabilization Fund, which fund 
should be limited to ... $50,000,000 

(b) 25% deposited in a Contingency 
Fund, to be limited to... 20,000,000 

(c) 25% to the City of New York as 
rental. 


When Items (a) and (b) have reached 
their limits, the entire balance, after 
operating expenses and debt service of 
the agency, should be paid to the City. | 


No agency, no matter how well inten- 
tioned and well managed, can get re- 
sults or perform miracles if its revenues 
are limited to the sources that the Board 
of Transportation now has available. 
It is well known that even a fare in- 
crease to 15 cents would give no leeway 
for with that fare it would only cover 
ordinary operating costs, exclusive of 
debt service. It is now hardly likely that 
costs will remain at present levels or 
decline in the foreseeable future. It 
would require a large decrease to be of 
any real help. 


If the source of revenues from facil- 
ities other than City-owned rapid- 
transit and surface lines were made 
available to the new agency, additional 
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net income of approximately $40 million | 


dollars is not improbable. 

Assuming all facilities hereinabove 
referred to were taken over, during the 
first year of operation by the new 
agency, with a 15-cent fare on the sub- 
ways and bus lines, and no substantial 
increase in costs—receipts should be 
about $40 million dollars above present 
costs and the excess could be distributed 
as follows: 

1. Deposit into the Fare 

Stabilization Fund 50% $20,000,000 


2. Deposit into the Contin- 


gency Fund 25%: ...<. 10,000,000 
3. Rental payment to the 

(UNLESS See ee 10,000,000 

PROURIT RO Ore Oe. es $40,000,000 


The City, in addition to receiving the 
above $10 million dollars, would be 
relieved of maintenance and operating 
costs of present toll-free bridges and 
Staten Island Ferry losses. 


By and large, the plan proposed by 


the majority of the Mayor’s Committee 


is little different from the present un- 
satisfactory setup. When the plan is 
carefully analyzed, about the only 
change that would be brought about 
would be a change in the name of the 
organization operating the system, and 
the appointment of an unpaid body for 
the present paid Board. 


Even if such an authority as the 
majority envisions were given the power 
to increase fares sufficient to wipe cur- 
rent operating deficits out, relief would 
be short-lived, for new wage increases 
and other operating increased would 
soon again create a new deficit. Since 
the law of diminishing returns operates, 
as fares are increased, the time would 
come when no additional revenues could 
be obtained from increased fares. 


It therefore follows that if a new 
agency is set up—and we believe one 
should be—it must be given the power 
to obtain revenues from all transporta- 
tion sources, not alone the subways and 
buses, in order to provide for increased 
expenses and, at the same time have 
reasonable rates of fare. In addition, 
giving a new agency the broad powers 
recommended hereinabove would make 
possible the elimination of many auto- 
mobiles from the streets and prevent 
complete chaos. It should bring about 
greater use of the City’s present mass- 
transportation system. 


We agree the ultimate objective 
should be to bring about a coordination 
of regional mass transportation but the 
immediate need is to pull together pas- 
senger transportation facilities of all 
kinds within the City. 


CHARLES F. PREUSSE 
WILLIAM REID 


2. Statement by Robert W. Dowling 


Proposed Plan 


1. The establishment of a Transit 
Authority by the New York State Legis- 
lature, with power to acquire, build, 
lease, maintain, finance, and operate 
directly or by contract with private 
agencies transit facilities in New York 
City and to fix fares. 

_ 2. Immediate study by that Author- 


ity to determine the fare and operational 
policies, organizational structure, and 
transit extension policies, with power 
to act; but, in the case of its transit ex- 
tension policies, such power would be 
subject to the Board of Estimate. 


3. Underwriting by New York City of 
a gradually diminishing fraction of the 
operating deficit incurred in 1952-53, as 
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for example: in fiscal 1953-54 up to 90% 
or some lesser percentage of the oper- 
ating deficit incurred in fiscal 1952-53; 
in fiscal 1954-55 a smaller percentage 
of the 1952-53 operating deficit with re- 
duced percentages through fiscal 1957- 
58; but none thereafter. Obviously, if 
the Authority can eliminate all opera- 
tional deficit by economy or fare in- 
crease or both in a shorter period, as 
many competent observers believe it 
can, the benefit to the City will be pro- 
portionately greater. 

4. Continued City liability for all 
transit debt outstanding on date of 
transfer of lines to the Authority, plus 
such part of the $500,000,000 exempt 
debt as the Authority may incur with 
the approval of the Board of Estimate. 


5. Except as above stated, during the 
first year of Authority operation, New 


York City to assume full liability for 
new debt only to the extent of a per- 
centage of City transit debt retired in 
that year, for example: say 80% or a 
smaller percentage; in the second year 
a still smaller percentage; and so on 
in diminishing percentages through, 
say, the eighth year, and no liability to 
be assumed by New York City for new 


debt incurred thereafter. 


The fiscal formulas just described 
(subject to adjustment of percentages 
within the principle of diminishing City 
subsidy) obligate the Authority progres- 
sively to correct the operating deficit 
either by economy or increased fare or a 
combination of both; and over a period 
of years, to prepare itself ultimately to 
assume all capital obligations, but only 
after these have been substantially 
reduced to manageable proportions. 


ROBERT W. DOWLING 


3. Statement by George H. Hallett, Jr. 


There is no neat solution of this prob- 
lem which automatically takes care of 
the serious difficulties involved. It is not 
a problem which lends itself to the 
usual concept of an authority. An auth- 
ority is designed to run, in a business- 
like way, an enterprise whose revenues 
can reasonably be expected to support 
it without serious untoward effects on 
the community. 


Transit in New York City is not such 
an enterprise. Even if all capital charges 
are paid for by the taxpayers, there is 
no assurance that any fare structure 
will pay all current expenses for any 
extended period. 


If the attempt is made to do so and 
fares are put successively higher, as in 
other cities, usage by the public will get 
successively lower and all sorts of dis- 
locations may result. Many people will 


stop travelling to the Manhattan stores 
to shop, to the theatre district for en- 
tertainment, to the beaches, ballfields, — 
and parks for outdoor recreation. All 
sorts of enterprises will close up or move 
out of the city. Tax revenues will be af- 
fected. Cars and car pools will multiply 
as a substitute for mass transportation, 
to the further congestion of our streets. 


Since fares cannot be counted on to 
support the transit system by them- 
selves, the taxpayers will have to be pre- 
pared to give it some kind of a subsidy 
—which is reasonable enough in theory, 
since all tax values are enhanced by 
rapid transit. And since transit is to be 
Supported in part by city taxpayers,. 
there is no safe way to divorce it from 
city control. Certainly no authority 
could safely be given power to spend 
what it thought best and send the city 
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the bill. There would be even less in- 
centive than there is now for efficient 
and economical operation. 


In the circumstances the logical an- 
swer is to make transit an integral part 
of the city government, with whose whole 
operation and development it is so in- 
tricately interwoven, and to take the 
steps necessary to make the whole city 
government more efficient. If transit 
were a department of the city govern- 
ment, it would profit like all other de- 
partments from the reorganization of 
city government recommended in this 
Report. 


Perhaps this is the logical place to 
stop. But if an authority is insisted on, 
there are certain limitations which 
could mitigate its dangers: 


1. It would seem desirable to give the 
authority assured resources with the 
aid of which it could reasonably be ex- 
pected, with efficient operation, to give 
satisfactory service without coming to 
the city to make up a deficit. This at 
present is so far from being the case, 
that the Board of Transportation has 
little incentive to try. 


2. The resources, however, should be 
carefully limited so as not to have seri- 
ous untoward effects on the city’s econo- 
my. They should be sufficient to pay the 
necessary costs of efficient operation, 
repairs and replacements, including re- 
placements of rolling stock and a yearly 
reserve for depreciation. The city could 
grant tax exemption and carry the exist- 
ing debt and the debt for any extensions 
of transit lines it might authorize with 
City Planning Commission and Board of 
Estimate approval. 


3. Fixing the proper limits would re- 
quire a careful study, which could prob- 
ably not be completed before the ad- 
- journment of this year’s Legislature. 


4. The revenues made available to the 
authority might include: 

a. Fares, fixed at the authority’s dis- 
cretion, with the right to try incentive 
fares at slack hours, zoning arrange- 
ments and other variations of the pres- 
ent pattern, but not in excess of a fixed 
maximum determined by the study. This 
maximum should probably not be above 
15 cents except where the authority 
takes over lines that have been charging 
more. 


b. Tolls, within limits fixed by the 
study, on all the city’s free bridges. 
These would not only bring in revenue 
directly but somewhat decrease the con- 
gestion in Manhattan by discouraging 
the entrance of unnecessary cars and 
increase the use and revenues of the sub- 
ways. This would not invite complica- 
tions with the other bridge and tunnel 
authorities, because it would tend to 
drive more cars onto their facilities and 
increase their revenues. 


c. The right, if the study shows it to 
be needed, to call on the city for a li- 
mited millage from its real estate taxes, 
as the Board of Education can now 
(though in that case the amount is not 
sufficient to make the Board indepen- 
dent). This presumably could be entirely 
included in the proposed addition of 144 
percent to the city’s tax limit, so that 
the transit burden on the city’s present 
tax resources would be entirely removed 
if the tax limit amendment is passed. 

d. In the alternative, the authority 
might be given the right to call on the 
city for a specified maximum amount in 
each year’s budget, to be raised by the 
city in whatever way it thought best. 

The authority should not be given any 
independent taxing power, since it is 
not directly responsible to the voters. 
Such power would establish a very 
dangerous precedent. 
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5. If the authority failed to live with- 
in the limits so prescribed, it should not 
be made too easy for it to come to the 
city, hat in hand asking for more, count- 
ing on the city’s being forced to give 
rather than shut down the subways. It 
could be provided that if in any year 
the authority failed to live within its 
resources (or to do so by more than a 
stipulated amount) the transit system 
would automatically revert to the city 
and be run as a department unless the 
next Legislature. on a formal request 
from the city, raised the limits of fares 
or other revenues that the authority 
could collect. Of course it might in time 
be desirable to raise the limits in this 
way without waiting for the authority 
to let service run down or be in actual 
default. 


6. For the coming year, while the nec- 
essary study was being made to fix 
proper limits, the transit deficit would 
still have to be met in the city’s regular 
budget. Probably the authority should 
not be set up till the limits were fixed 
and the members who assumed the new 
responsibility could know what they 
were going to have to work with. 


The discussion of proper limitations 


for a transit authority points up the 


questionableness of the whole authority 
idea. The one consideration which might 
tip the scales in favor of an authority 
would be the prospect of adding transit 
facilities for the whole metropolitan 
area outside the city and state limits. It 
might be wiser to wait until that pro- 
spect acquires more immediate reality. 


GEORGE H. HALLETT, JR. 


4. Statement by Abraham D. Beame, Charles Horowitz 
and William F. Shea 


We favor the creation of an inde- 
pendent transit authority for the reason 
set forth in this report, namely that it 
will put transit operation on an effici- 
ently operated management basis and 
that it will remove transit from the 
arena of politics. We do not agree, how- 
ever, that an increase in fare must be 
authorized simultaneously with the es- 
tablishment of an authority. 


There are certain basic and funda- 
mental propositions by which we must 
be guided in proposing a proper or- 
ganization to operate the City’s transit 
system: 


(1) The fare must be as low as pos- 
sible—the lower the fare, the greater 
economic benefit to the entire com- 
munity. 


(2) The transit system must be com- 
pletely independent and responsible. It 


can only be divorced entirely from poli- 
tics, not only by being independent from 
city control, but it must not have to 
resort to the city government to take — 
care of its deficits. 


(8) Transit costs should be borne by 
those who receive the benefits from its 
operation. 


Bearing in mind that it is essential for 
the economic well-being of the City to 
have as low a fare as possible, it is dif- 
ficult to understand the soundness of the 
proposition that the fare be increased 
beyond the present ten cent level to the 
point of diminishing returns. 


Comparison with other cities where 
the fares are 15 cents or more is not 
a proper criterion. Experience has 
shown that these same cities are still 
faced with deficits and inadequately 
operated transit facilities. Furthermore, 
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New York City is the greatest city in 
the world not because it patterns itself 
after other cities but because it is unique 
and different. Its greatness has been at- 
tained because it is able to offer more 
and better services than any other com- 
munity. That it should be able to give 
transit service at a lower cost than any- 
where else in the world is an objective 
which we should strive to attain. - 


Even those who propose an immediate 
increase in the fare admit that subsidies 
to transit must be made, if not imme- 
diately, at least some time in the near 
future. It is our opinion that the sound- 
est approach is to determine and put 
into operation the form of subsidy at the 
present time and not by first granting 
a fare increase and leave the problem 
of subsidy to sometime in the future 
when a crisis May again arise. 

In determining the form of subsidy 
we must always bear in mind that, if 
we are to have an independent and 
responsible agency which is free from 
politics and pressures, the authority 
must not have to rely on elected City 
officials to provide funds tc meet deficits. 
The relationship between the Board of 
Transportation and the City has amply 
demonstrated this point. A formula 


must be devised and provided in the law 
whereby the Authority and the public 
will know now and for the future how 
all of the costs of the transit system 
will be met. Further financing should 
not be left to a determination by either 
the Authority or any group of elected 
officials. 

We cannot see any justification or 
reasonableness to providing that sub- 
Sidies, if any, should be met by special 
benefit assessments upon real estate 
after increasing the fare to the point of 
diminishing returns. The levying of such 
a charge is completely unrealistic—how 
the benefits can be arrived at on a city- 
wide, borough-wide or local basis is 
hard to conceive. The costs of a staff, 
alone, would be prohibitive. Further- 
more, this procedure would definitely in- 
sure the application of pressures and 
politics on city officials. 

Using the basic fundamentals here- 
inabove listed, we offer the attached 
plan for the creation of a Transit Auth- 
ority which will accomplish these ob- 
jectives and remove the transit problem 
from the recurrent crises of the past. 

ABRAHAM D. BEAME 
CHARLES HOROWITZ 
WILLIAM F. SHEA 


PROPOSED TRANSIT AUTHORITY PLAN 


Objectives of Plan 

1. To give the Transit System a reve- 
nue structure enabling it to meet its 
costs. 


2. To divorce the operations of the 
Transit System from regular municipal 
operations thereby eliminating competi- 

tion with needs for schools, hospitals 
and other vital services. 


3. To set up a more independent 
and responsible organizational structure 


which should result in a more efficient 
and economical operation. 

4. To require that those who benefit 
from the Transit System should con- 
tribute towards its upkeep. This ap- 
pears to be a fundamentally fair ap- 
proach to this problem. 


Beneficiaries of the Transit System 

It is generally an indispensable fact 
that there are three (8) groups who 
benefit from the operations of the 
Transit System. 
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1. The rider—obviously. 3 

2. Real Estate—It goes without say- 
ing that the development of our Transit 
System and its continued extensions 
have been the basic factor in increasing 
the value of real estate. This is clearly 
borne out by comparison of the value of 
real estate located at or near transit 
facilities with property located away 
from them. 

3. Business (generally) — Shopping 
centers, amusement places and other 
business and manufacturing plants 
would find it difficult to continue on a 
profitable basis without the necessary 
transit facilities to bring customers and 
provide an acceptable labor market. 
Business districts invariably spring up 
as a result of convenient transit facil- 
ities. 
Contributions by Those Who Benefit 
from the Transit System 

1. The rider, of course, makes his 
contribution in the form of fare. 

2. Real Estate makes its contribu- 
tions in the form of assuming the debt 
service on construction as well as, under 
the temporary legislation, bearing the 
cost of the existing operating deficit as 
a debt service item. 

3. Analysis indicates that Business, 
as such, contributes little or nothing 
towards the operation of the Transit 
System. This is demonstrated in the 
annexed tables. These tables show that, 
excluding transit costs, more than one 
billion dollars in taxes and fees are ob- 
tained by the City to finance the cost 
of Police, Fire, Education, Hospitals, 
and other regular city operations. Of 
this sum, $208 million dollars, or 20.6% 
is contributed by Business. It would ap- 
pear that this is not an unreasonable 
portion of the cost of ordinary city 
services which should be borne by Busi- 
ness for the benefits it receives, such as 
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police and fire protection, inspectional 
services, courts, etc. However, despite 
the tremendous benefits it derives from 
Transit its contribution towards it is 
not discernible. It does not seem unrea- 
sonable that Business should contribute 
somewhat the same proportion of the 
cost of the transit facilities as it does 
to the cost of ordinary city govern- 
ment. This is not to say that merely 


- because it contributes twenty odd per 


cent to the cost of city government that 
it, therefore, should contribute the same 
proportion to the Transit System. Ob- 
viously, there is no direct connection. 
However, it does not appear to be out of 
proportion to say that Business gets 


about one-fifth the value that the — 


Transit System offers for the City of 
New York. 


Proposed Plan 

The proposed plan would strive to 
achieve the objectives stated above in 
the following ways: | 

1. By the creation of a Transit Auth- 
ority composed of individuals possess- — 
ing the necessary qualifications for 
operating the Transit System in an in- 
dependent and businesslike manner. The 
appointments of the members of such 
an Authority might be left entirely to 
the Mayor, or to the Mayor and the 
Governor, or by some other plan of a 
like nature. 

2. By giving the Transit Authority 
the right to obtain the necessary reve- 
nues to meet its costs. This revenue 
should be based upon a fixed formula 
which will yield the required funds 
and should be obtained from those deriv- 
ing benefits from the Transit System. A 
fair formula would comprise the fol-. 
lowing: | 

20% of the transit costs or debt ser- 
ice, whichever is greater, to be borne 
by Real Estate 
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20% of the transit costs to be borne 
by Business 3 


60% of the transit costs to be borne 
by the Rider. 


In practical application there would 
first be deducted Real Estate’s share and 
the balance would be divided between 
Business and the Rider in the propor- 
tion of 1 to 3 or 25% to T5%. 


3. To obtain these funds a Transit 
Tax should be levied and collected by 
the City and turned over to the Author- 
ity. If it would be possible, in any legal 
manner, to keep the City out of this by 
enabling the Authority to levy such a 
tax, that would be so much the better. 
Such tax should be borne in the pro- 
portion as indicated above. The levy on 
the Rider would be represented by the 
fare. The levy on Real Estate would 


continue to be collected as it is now 
with the Regular Real Estate Levy. 
The levy on Business should be based 
upon its net income. The reason for 
using the income base for business is 
obvious. Business income is, undoubt- 
edly, affected in proportion as customers 
are brought to and from its centers 
and by other comparable contributing 
factors. 


Under this formula it would appear 
that the 1952-1953 figures indicate that 
Business would be required to contribute 
about $63 million dollars as its propor- 
tionate share. This is indicated by the 
following table: 


To raise this $63 million from Busi- 
ness, it is proposed that a Transit Tax 
be levied on net income of all Businesses, 
excluding Real Estate, and that these 


PROPOSED APPORTIONMENT OF TRANSIT COSTS 
On Basis of 1952-1953 Estimates 


Total Estimated 1952-1953 Transit costs 
Less: Revenue from concessions, advertising, etc. ...........ss0000 


Coe eeececseooesesecesesoneseos 


To be borne by Real Estate under proposed formula— 
20% or debt service, whichever is larger—20% equals 
$70.6 millions. However, debt service, which is larger, 
totals 
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To be borne by Business under proposed formula, 25% 
GEA ONCO. cos decisecisccansevadaichovstascessbstecedercdasastebeecsssssaschatesiiaess 


To be borne by Rider under proposed formula, 75% 
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$189,500,000 


Now Paying Increase Required 


$258,000,000 
5,500,000 


$352,500,000 


99,800,000 $ 99,800,000 


$252,700,000 


63,200,000 $ 63,200,000 


$189,500,000 


$207,000,000 
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rates range from approximately 14% to 
2% of such net income or base used by 
the State in arriving at its income taxes 
on corporations and unincorporated 
businesses under the various sections 
of Article 9 - 9a - 9b - 9c - 16a - etc. It 
is further proposed that there be a 
minimum tax of somewhere between $10 
and $25 per year. 


4. Surface transportation in this City 
is operated under both private and 
public ownership. There appears to be 
substantial differences in the economy 
of their operations. Many factors are 
responsible for this. Among them are 
differences in scheduling, possible du- 
plication of services caused by routing, 
shop operations, etc. It is logical that a 
city-wide review of all surface trans- 
portation operations should be under- 
taken in order to formulate a com- 
prehensive plan for the most efficient 
and economical method of operations. 
This may result in either existing 
private and public operation, public 
operation alone, or private operation 
only. Such study should be conducted 
by the proposed Transit Authority. 


Effect of Plan on Rider and Real Estate 


On Rider—If, as is generally believed, 
a Transit Authority would conduct a 
more independent and efficient opera- 
tion, the existing cost of operations 
should be decreased. Thus, less revenue 
would have to be obtained to operate 
the system. This fact, together with the 
existing “cushion” available from the 
10c fare the rider now pays, makes it 
reasonable to assume that the present 
10c fare will be sufficient to meet the 
rider’s contribution for the foreseeable 
future. 


On Real Estate—Real Estate today pays 
the debt service on transit together with 


any portion of the operating deficit 
financed from within the 2% real estate 
tax. Under the proposer Transit Au- 
thority plan real estate would not 


ANALYSIS OF LOCAL TAXATION 
FOR 1952-53 


_ Setting Forth Amounts Paid by Real Estate, Business, 


and Consumers for Operation of City Government, 
Excluding Transit 


(in millions of dollars) 

















Real Estate Taxes ......cccccccccssseseees $623.80 
Se@wery Ta Xiu atte stecccceteseeseeees eesese 12.70 
General Fund Revenues .............. §51.13 
$1,187.63 
Less—Special Items included in 
General Fund 
State per capita grant ............ $ 52.67 
REMIS:. cSacs.c08 <ssesertce eke serrsteneeee ees 10.55 
Reimbursments (Hospital 
Charges, 686) cisccvcctevccssevecesecs 6.50 
Sundries—Sales of 
Materials, @f¢. 2....c06...c8cseccees 9.80 
79.52 
Total Local Taxation...........ccccceeee. $1,108.11 
Less—Taxes Levied for Transit Deficits 
Debt Service ...............cccccssessseees $ 73.00 
Operating Deficit (Serial Bonds) 26.80 
— 99.80 
Local Taxation—excluding Transit $1,008.31 








finance any part of the operating deficit 
and would continue to pay only the debt - 
service portion which it is now required 
to pay under existing laws. Real Estate, 
therefore, would have no increased bur- 
dens under this plan. 
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TYPES AND AMOUNTS OF LOCAL TAXATION AND SOURCES FROM WHICH RECEIVED 
1952-53 


(in millions of dollars) 








Total By Consumer By Real Estate By Business 
BGG EStGHG: TAXES ..-sccsscsncescsssdnsiacecsensees Ree arto eeaota ida uch $ 524.00 $524.00 
STEEL CSI NRE oR AE ERapre eto en re te re ee 238.00 $155.00 10.00 $73.00 
Roe VIDE NS HAG SOc, coos cece sos ac daiks cas Fesbok tevacsentinelclosstadesesetaoed 2.00 1.00 1.00 
MME Re eR RSet Synod staat ss saphena dnossodesdndadorensegoasodseeavnss 9.00 9.00 
BGO i eccccieccccseonsasese Rs ce ntans PO OR Te ene 71 71 
General Business and Financial ............sscssosssscssssssssseee 71.00 71.00 
Peri-Mutuel iad “AGMissiOn: <....ciccscsseosssscscsvcecsdoccusosescscensss 10.65 10.65 
SE OLGL) | ain tS Be Aen SS CR OE ge Og See Oe 5.20 5.20 
BTEC G NCIX beck 39. Foe fo 2. cash 2055 Sec sllWinneduabedes suse bates dat tesse 4.50 3.95 55 
TSI OOS Es 5 AEE She a AO eR 44.50 29.50 15.00 
SON ETT NOT eGR Rocce PRR nei onan en a Ste ee 12.70 9.70 3.00 
POBIEGLECES RUA A Sane Ree fg on ee ee orn ne 3.50 3.50 
NGOs OG ie fe Eee BIS SEEN L 5c Saloons Ailes ihossdionctsnt eae eiaas «Sade 2.40 2.40 
BOEMAES cscs: ccceassutetasenieassesxes ates aeecnas tec sch canoe sees aces veccer eds 2.25 65 1.60 
MEE CEOS ee ios oon ss eu ee (outa oi saauas dds vude dss sbecodosns 4.30 30 4.00 
RA ESMCING! FONPOMUTOS: ..525<.cbosecaceassessesscasenccedapeesedoscdarndeneses 6.60 6.00 60 
MRE SIT ee Cte e acne ene ioe o Ys 1156 One saver svuosnewkgcvaudauwiviaewesiesbsseunes 6.60 10: 6.00 50 
Rerey nares. aid: Tolls) 25 3..ccccsce0des cess tes codolenssbesustascobscorets 1.90 1.60 30 
BO See eee Be Ste ASIII, ca 08 SEL aS oh eda taetes sadasersutotwiesdesiass 8.50 1.25 2:25 5.00 
RCC CRCY BUCK ESE oz acarcah ces occu vossduswansiatviaequasdith tel seavesencentewees 1.00 1.00 
MUS ROMEOE SO eo eo 8 oc cet coisa cade ies sscenu sat <odekeatobesensédoanacoune 8.00 5.00 3.00 
BECO PICO INSO a sooo ose voces 0s sx. ccinicsacgudthsencadseovecante peaeaeeaesetevsesoes 3.50 3.50 
PIG AN CHO 5285 elecs secs csacosinssssssevss Becaeerserssce (as tevssseeseectdasediewsons 11.50 11.50 
General (und (Carryover 5..61.ss.0c0se.svesecssavesetcvecsiacshiesevactes 26.00 16.00 10.00 

$1,008.31 $214.25 $585.40 $208.66 
100% 2125/5 58.2%, 20.6%, 





5. Statement by Thomas Jefferson Miley 


My statement on New York City 
finance deals with the transit problem 
in its broader setting. (See Appendix 
E). 


At this point I wish to call particular 
attention to the increasing congestion 
on the city’s mass-transportation facil- 
ities during the rush hours. This is a 
source of growing discomfort to the 
working population. Over 700,000 pas- 

-sengers ride the subways during the 
hour from 8:00 to 9:00 A.M. and over 
800,000 from 5:00 to 6:00 P.M. The 
congestion tends to slow traffic during 
_rush hours and this results in economic 


waste and loss of time. It also increases 
the general cost of transportation by 
straining the rapid transit facilities and 
necessitating the operation of certain 
surface lines. 


It is urged that an immediate study 
be initiated of the possibilities of stag- 
gering the working hours of the major 
public and private agencies, particularly 
those located in lower Manhattan 
(South of 59th Street). A preliminary 
study conducted by the Commerce and 
Industry Association in 1948 indicated 
that approximately one-fifth of the 
companies located in lower Manhattan 
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were willing to cooperate by instituting 
a staggered-hour program or by chang- 
ing the time of releasing their workers. 


A spread of the peak rush hour over 
114 hours would result in considerable 


reduction in overcrowding, the possible 
elimination of some North-South bus 
lines in congested lower Manhattan and 
substantial increases in revenue for the 
rapid transit lines. 

THOMAS JEFFERSON MILEY 


6. Statement by Delmont K. Pfeffer 


In our discussion of transit problems 
and policies, the one point on which we 
came nearest to unanimous agreement 
is that the fare should not be fixed 
solely on a cost basis. Reasonably priced 
transportation is so significant to the 
commerce and property values of New 
York City that the rate of fare must 
be modified by economic and political 
considerations even more important 
than the desirability of self-supporting 
operation. 


Accordingly, I have never believed 
that the creation of a transportation 
authority of itself would make any real 
contribution to the correction of our 
transit problem. In order to be self- 
financing, it must be self-supporting, 
which means that it must be authorized 
to pledge that it will raise the fare to 
whatever rate is necessary to meet its 
commitments. Such a pledge would vi- 
olate the broader significance of the 
fare, on which as stated above we are 
almost unanimously agreed. Without 
such a pledge, the transportation auth- 
ority would be merely an operating 
bureau, lacking the City’s political pow- 
ers and not necessarily more efficient in 
operating practices; furthermore it 
would probably have to be subsidized by 
the City in one or another of the ways 
proposed by various opinions within 
our Committee. In other words, such 
an authority would not have the respon- 
sibility of maintaining self-support but 
could ask the City to pick up a deficit 
tab every year. 


The one thing which might be ac- 
complished by setting up a non-self-sup- 


- porting authority would be to relieve the 


City administration of the political re- 
percussions of fare increases and labor 
disputes. 


A further dangerous implication in 
the creation of a non-self-supporting 
authority is the recommendation that 
it should have self-expanding power to 
take in feeder lines extending outside 
the City, through an operating coopera- 
tion with adjoining municipalities. A 
metropolitan agency may be desirable 
eventually, but for the present, New 
York City has enough of a problem with 
its own transit and should not take on 
some indefinite added liability for oper- 
ating deficits of feeder routes. 


In the attempt to establish a trans- 
portation authority on a self-supporting 
basis without forcing too much of an 
increase in the rate of fare, it has been 
proposed by some of our Committee 
members that the authority should have 
control not only of the rapid transit 
lines but also of surface lines, ferries, 
the bridges and tunnels within the City 
and both on-street and off-street park- 
ing as well. This is an appealing con- 
cept, and probably sound in theory. Un- 
fortunately, it would require taking 
over the properties of the Triborough 
Bridge and Tunnel Authority, which. 
even if feasible financially could not be 
done legally until the present outstand- 
ing debt of the Authority can be re- 
deemed in 1957. Even then, there re- 
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mains the question whether the City 
would be well served by using Tri- 
borough earnings to cover rapid transit 
deficits. These earnings have been and 
are being devoted to the building of ex- 
press highways and to the urgently 
needed coliseum; if we accept these ex- 
penditures as having been wisely plan- 
ned, then the City would have to find 
other means of financing these and 
other necessary improvements and 
would only have covered its rapid 
transit deficit at the expense of incur- 
ring other problems. 

Furthermore, while it is true that 
rapid transit and motor traffic are facets 
of the same problem, it seems to me that 
we need parking revenues just as urg- 
ently for the installation of meters and 
the building of off-street parking facil- 
ities as we need them to cover the rapid 
transit deficit. 

I do agree that the presently free 
bridges should be tolled, and this is a 
good time to take that policy step, es- 
pecially as the approaches to at least two 
of the East River bridges are being 
redesigned. 

Restating my position more posi- 
tively, I think that for the near future 
and pending completion of interstate 
transit studies recently authorized, New 
York City should make no major 
changes in the organization of its trans- 
portation department. The City admin- 
istration should face up to what appears 
to me to be the inescapable necessity of 
raising the rapid transit fare to the 
levels indicated by our Executive Direc- 
tor’s and consultants’ studies; that is, 
15c on week days and perhaps 10c on 
weekends, eliminating free transfers as 
far as possible and cutting down on 
schedules in off hours. 


The City should then immediately 
follow through on our consultants’ rec- 


ommendation to determine whether 


considering the reconstruction and ex- 


tension of plant required, it would be 
more economical to sell the City’s power 
generating stations to Consolidated 
Edison and make a long term purchase 
contract for power needed to operate 
the rapid transit system. 

Any revenue from the increased fare 
exceeding operating expenses and any 
tolls from the East River bridges now 
operated as free bridges, should be dedi- 
cated to the purchase of rapid transit 
rolling stock, in order to make a start 
toward the very extensive replacements 
which will be urgently needed within 
the near future. In fact, this is the best 
reason for raising the fare, and the one 
way to gain the citizens’ support for an 
increase. 

I agree with all the other opinions 
that real estate will have to continue 
to carry the debt service on presently 
outstanding rapid transit debt. As indi- 
cated above, I do not think there is any 
real hope that a newly created authority 
could finance further improvements and 
extensions, because at the very best its 
financial position would be so precarious 
as to make its credit very limited. Even 
if New York City should guarantee the 
bonds of such an authority, its borrow- 
ing would cost a considerably higher 
rate than merited by the City’s general 
credit, and I can see no reason for add- 
ing this additional burden either to 
operations or to real estate just for the 
sake of escaping the political responsi- 
bility for an increased fare. The very 
procedure of setting up a transportation 
authority and getting it organized 
would cause a further long delay in 
meeting the realities of the transit situa- 
tion. I have no sympathy with using 
this as a mask for further temporizing. 

DELMONT K. PFEFFER 


APPENDIX E 


MINORITY STATEMENT ON FINANCE AND TAXATION 


When the temporary “stop-gap” 
measures were enacted by the 1952 
Legislature, it was expressly understood 
that work was to commence at once to 
find a permanent solution and to put an 
end to the annual “last minute’ pilgrim- 
age of City officials to Albany to meet 
the recurring “crises”. In the memoran- 
dum accompanying approval of these 
“stop-gap”? measures in 1952 Governor 
Dewey stated: 


“They are admittedly stopgap pro- 
posals and have been reluctantly ac- 
cepted in an effort to provide the City 
with sufficient time to produce an 
acceptable long-range plan for the 
solution of its financial difficulties. 
Mayor Impelliterri has provided per- 
sonal assurances that this job will be 
done.” 

Although meetings of City and State 
officials have taken place no long-range 
plan has been announced, but rather the 
Mayor has proposed a new set of tax 
levies and bookkeeping manipulations to 
carry on the “‘stop-gap” procedure. 


In the absence of any such plan I 
believe that, for a basic and construc- 
tive financial program for the City of 
New York, before all else the transit 
system must be divorced completely 
from politics. Toward that end the 
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City-owned transit lines should be 
placed under an independent and au- 
tonomous transit authority, not subsi- 
dized by City taxes (except for debt 
service), and made self-sustaining. In 
this regard I quote again from Gov- 
ernor Dewey’s memorandum to which 
reference is made above: 


“A satisfactory solution must be 
found for the mounting transit defi- 
cits and the extent to which transit 
should be subsidized from other city 
revenues ought to be decided.” 
Coincidental with this action on tran- 

sit the City Administration must put its 
house in order and institute immedi- 
ately every economy possible. Until 
these basic requirements are met, the 
City’s financial problem cannot be 
solved by new taxes or by increasing 
real estate taxes. The increased rev- 
enues would be swallowed up immedi- 
ately by the ever-mounting transit 
deficits. 


Real Estate Tax Increase Opposed 


I am firmly of the opinion that the 
present 2% real estate tax limit should. 
not be disturbed. 


A repeated argument in favor of in- 
creasing the maximum tax rate runs as 
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follows: Ten years ago real property 
taxes made up 62% of budget revenue. 
Currently, it is supplying less than 
50%. Ipso facto—real estate is not pay- 
ing its fair share of taxes. 


Obviously, as the budget fund sources 
increase, every revenue component 
shrinks in terms of budget percentage. 
Hence, if comparison with the current 
year is carried back to 1935 it could be 
shown that 80% of municipal revenue 
in that year came from real estate taxes. 


The fact is that as municipal services 
expand quantitatively and qualitatively, 
inexorable economic force compels the 
development of new revenue sources. 
And so, real estate taxes, as a percent- 
age of budget contribution, gradually 
diminish. 

There is only one valid basis for de- 
termining whether realty is paying its 
reasonable share for municipal govern- 
ment. That is in quantitative terms, 
based on capacity to pay. 


In 1946 real estate paid taxes in 
the amount of $428,400,000 on a total 
assessed value of $16,000,000,000. 

In 1952-53 it will pay a total of 
$622,800,000 on a tentative assessed 
value of $19,483,891,000. 

Therefore, real estate is paying 
45% or more in taxes on values which 
the City concedes are only 20% 
greater. 

It also should be borne in mind that 
these calculations do not take into ac- 
count the additional $12,000,000 real 


estate pays annually in sewer rents. This 


- charge was not on the books of 1946. 


Real estate, out of a capital struc- 
ture which has increased 20%, is by 
the City’s own appraisal paying 45% 
more in taxes than in 1946. 

It has been pointed out frequently 
that New York is in a “financial strait- 
jacket” in comparison with other major 
cities of the State. It is argued that 
upstate cities have a 4% over-all tax 
limit (as compared with New York 
City’s 2%) because 2% for city pur- 
poses is supplemented by a further 2% 
for county purposes. 

The following table clearly shows 
that under a 2% limit, New York City 
realty pays more in tax dollars per 
capita of total city population than does 
any of the next three largest cities of 
the State with their combination 4% 
limit: 


New York Buffalo Rochester Syracuse 


Per Capita— 
County Tax... — 50.00 51.00 48.00 

Per Capita— 
City Tex: 2.0.3.3 79.00 20.00 14.00 20.00 
Total, ...2.. 79.00 70.00 65.00 68.00 


Personal Income Tax Opposed 

Invasion of the income tax field by 
municipalities, which results in the im- 
position of three taxes at three levels, 
would be a calamity to the business life 
of New York City. 


THOMAS JEFFERSON MILEY 
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MINORITY STATEMENT ON FUTURE CHARTER OBJECTIVES 


The Mayor’s Committee report seems 
to me highly constructive and useful. In 
most respects it goes about as far as the 
city is ready to go at the present time 
in making fundamental changes for the 
improvement of city government. 


Nevertheless it leaves a number of 
important questions unanswered which 
I think must be asked and answered 
sometime if the city is to get the best 
structure for its needs. This memoran- 
dum will outline some of these answers 
as I see them for future reference. 


1. City Manager Plan. Is administra- 
tive ability likely to be secured by direct 
election at the polls? Voting appeal is 
based largely on other factors, such as 
policies advocated, personal popularity 
and organization support. It is a lucky 
accident if a person chosen for these 
reasons is also a good administrator. 
If this is so, why should the Mayor or 
any other officer elected at the polls be 
put in charge of the city administration? 


It would be bad enough if the Mayor, 
once elected, could spend his whole time 
on the vast administrative task for this 
complex city. But administration is only 
a part of the Mayor’s job, and the least 
glamorous and interesting part of it. He 
is supposed also to be the policy leader 


of the city, with three votes on the 
Board of Estimate, and the city’s cere- 
monial head. The ceremonial and policy 
functions are the ones which bring him 
most before the public and pay the best 
dividends toward re-election. They are 
also the functions with whose require- 
ments a person chosen for vote-getting 
ability is likely to be more familiar. It is 
not surprising, then, that our Mayors 
have almost invariably spent most of 
their time on them, to the neglect of 
administration. 


If the Mayor is to be left in charge 
of administration at all, it will of course 
be helpful to give him a Director of Ad- 
ministration, as recommended in this 
report. Then if the Mayor has the self- 
effacing understanding to pick a trained 
administrator who is as big a man as 
himself and leave the administrator in 
real charge of administration while he 
specializes in policy leadership, things 
may work well. The chances are better, 
I think, if—as recommended by the 
Citizens Union*—the administrator has 
the appointment and removal of depart- 
ment heads and his appointment or re- 
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* “New York Needs An Administrator,” The 
Searchlight, January 1958, published by the 
Citizens Union, 5 Beekman Street, New York 
388, New York. 
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moval by the Mayor requires the concur- 
rence of the Board of Estimate after a 
public hearing, so that he is not com- 
pletely under the thumb of one man who 
knows less about administration than 
he does. 


But there is always the danger that 
Mayors, being human, will choose as 
administrators people to whom they can 
dictate their own ideas and who will 
not be in danger of outranking them in 
public reputation. Also pressures for 
favors in the administration will con- 
tinue to be brought on the Mayor by 
people who have helped in his election, 
and these can be passed on to his ap- 
pointee, to the detriment of the adminis- 
trative product. 


I think ultimately we must come to 
the solution which has now been adopted 
in over 1,100 American communities 
with a large degree of success, the 
council-manager plan of government. 
Under this plan the administrator would 
not be under the Mayor at all, but 
chosen by an elective policy-determining 
body and held responsible to them for 
the execution of their policies and the 
routine operation of the whole city 
administration. 

The administrator under this plan, 
usually called a city manager, is chosen 
for his training and experience from 
anywhere in the country and kept as 
long as he gives satisfaction to the body 
which chooses him, without definite term 
but removable at any time after a pub- 
lic hearing. New York should pay a high 
salary for the right man and would 
have the whole city manager profession 
as well as the wealth of executive talent 
here in the city to draw on. 


There would still be a Mayor for 
policy and ceremonial leadership, and in 
-a city the size of New York he should 


probably be elected at the polls as in 


Kansas City, although in most council- 


manager cities, including Cincinnati, he 
is chosen by the council from its own 
members. In New York it would be de- 
sirable to have a city-wide election for 
one office to focus attention on the great 
issues of city policy. 


2. Single-Chamber Policy Board. The 
council-manager plan assumes a single- 
chamber policy-determining body with- 
out administrative duties, which 
chooses the administrator. At present 
we have no such body. Though the 
charter considers the council the city’s 
legislative body and all local laws must 
originate there, it gives more important 
policy powers to the Board of Estimate. 


If we had to give the choice of a city 
manager to either the present bodies, 
the Board of Estimate would be the 
more suitable. It is considered the city’s 
top governing body and enjoys greater 
public confidence. All its members are 
much in the public eye and receive wide 
attention in their election, so that they 
are somewhat more likely to be capable 
and responsive to popular wishes than 
the members of the less conspicuous 
council chosen from smaller districts. 


Most of the Board of Estimate mem- 
bers, however, are administrators as 
well as legislators. In the election of the 
Borough Presidents the conduct of bor- 
ough business may subordinate questions 
of city-wide policy. The Comptroller is 
a major city-wide administrator. It 
would not be ideal to have the appoin- 
tive chief administrator under a board 
of elective administrators. Also if other 
members of the Board retained their 
administrative functions while the 
Mayor did not, it would tend to make 
him less important and successful as 
the foremost leader of city policy. 
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For the best working of the manager 
plan, therefore, the administrative 
functions of the Board of Estimate 
members should all be transferred to 
the manager and the board which ap- 
points the manager should be chosen 
for policy determination and for re- 
sponsibility for administration solely 
through its appointee the manager. 


When this is done, there would no 


longer be any excuse for keeping both .- 


a Board of Estimate and a Council. They 
should be replaced by a single policy 
board for the city government, as has 
long since been done in nearly every 
other American city. 


3. Proportional Representation. Obvi- 
ously the single policy board should be 
as representative as possible. A body 
like our present Council, which consists 
of 24 Democrats, 1 Republican and no 
others, is not so constituted as to speak 
with a real mandate for all the citizens 
of the city. Some of our Boards of 
Estimate have been even less repre- 
sentative, consisting only of nominees 
of the largest party. 


Great stress has been properly placed 
in this report on the desirability of in- 
viting active civic interest and partici- 
pation in government. What objective 
is not well served by an election system 
which gives all the representation in 
each area to the largest organized 
group. 


Under New York City conditions it is 
not ordinarily possible to get anything 
even remotely approaching a properly 
representative governing body without 
proportional representation. We had 
proportional representation for five 
Council elections, from 1937 to 1945. 
In every one of these at least a third of 
the places went to the minority and no 
one party ever monopolized the seats in 


any one of the four large boroughs. By 
and large the caliber of Councilmen was 
superior to what we have had before 
and since. The members included in- 
creasingly creditable party representa- 
tives and such independent civic and 
labor leaders as Genevieve Earle, Dr. 
Harry Laidler, Louis Hollander, Char- 
ney Vladesk, Andrew Armstrong, Rob- 
ert Straus, Ira Palestin, Gertrude Klein 
and Charles Belous. Stanley Isaacs and 
James Burke, prominent leaders and 
Borough Presidents of the two major 
parties, were first elected to the Council 
under proportional representation by 
large independent minorities without 
party support. Ironicaliy, the last pro- 
portional representation council was the 
best council we have had in point of 
record and accomplishment. 


The only reason we lost proportional 
representation was that the same sys- 
tem which assured participation in 
government by the various esteemed 
minorities of which our city is largely 
composed naturally gave representation 
also to unpopular minorities when they 
were sufficiently large. No avowed Com- 
munist could be elected in New York 
today, under proportional representa- 
tion or any other system; but at a time 
when the United States and Russia 
were friendly allies, two twenty-thirds 
of the voters cast their votes for plainly 
labeled Communist candidates and 
elected two Communist Councilmen out 
of a total of 23. Then the international 
climate changed and a party organiza- 
tion which all along had disliked pro- 
portional representation because pro- 
portional representation had broken its 
near-monopoly used the presence of the 
Communists to inflame the press and 
the voters against the system. The two 
times that the issue of repeal of propor- 
tional representation was presented to 
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the New York electorate without com- 
plication of communism, in 1938 (on a 
prohibitory constitutional amendment) 
and in 1940 (on a straight repeal), the 
repeal was overwhelmingly defeated. 


For the present we are still too much 
worried about our dwindling Commu- 
nist minority to make the resubmission 
of proportional representation oppor- 
tune. But the time should come before 
long when New Yorkers will again be 
more concerned about electing people 
who can speak for them adequately than 
about guaranteeing the exclusion of 
somebody else, and then proportional 
representation will be reconsidered be- 
cause it is the only way to make the 
people’s representatives an accurate re- 
flection of the people themselves. It is 
already in effect, in one form or an- 
other, in a large part of the democratic 
world, including such stable countries 
as Ireland, Switzerland, Norway, 
Sweden, Denmark, Finland, the Nether- 
lands, Belgium and Australia. 


If the revival of proportional repre- 
sentation is coupled with the adoption 
of the council-manager plan we should 
get even better results from propor- 
tional representation than the mod- 
erately good results we got before, be- 
cause the body elected by proportional 
representation will have much more 
power and therefore attract more high- 
grade candidates and more intensive 
public attention at elections. 


4, Appointive Comptroller. What hap- 
pens to the Comptroller under the new 
setup? I have already mentioned that 
his administrative duties should be 
transferred to the manager. City finance 
is a vital part of administration and 
should be co-ordinated with the rest of it 
under one head. There remains the vital 
function of auditing, and that should 
‘be under someone independent of the 


manager. But because it is a tech- 
nical function and technical competence 
is not best assured by election at the 
polls, the Comptroller should be ap- 
pointed rather than elected. The same 
policy board which chooses the manager 
should choose the Comptroller to check 
on all his financial operations and report 
back from time to time to the board. 


The separate President of the Council 
would disappear. As policy leader the 
Mayor would properly preside over the 
single policy board, as he does now over 
the Board of Estimate. There would be 
only one elective city-wide officer. | 


5. Borough Presidents and Local Im- 
provement Boards. The transfer of 
administrative functions from the Bor- 
ough Presidents to the manager and the 
election of a single city policy board 
without administrative duties would 
leave the Borough Presidents without 
a reason for existence except their 
leadership in planning of local improve- 
ments. This, however, is perhaps an 
important enough function to justify 
their continued election on a borough- 
wide basis. 

At the same time the participation of 
the people in the development of their 
local communities might well be ex- 
panded by establishing local improve- 
ment boards to be elected (preferably by 
proportional representation) for areas 
smaller than the boroughs. These areas 
should be established on natural com- 
munity lines so far as possible—for ex- 
ample, to cover Greenwich Village, Flat- 
bush, Flushing or Riverdale—instead of 
political boundaries mapped to secure 
equality of population. The Borough 
President could be president of every 
local planning board in the borough and 
thus help to co-ordinate their plans. 


6. Community Districts for Planning 
and Administration. These same dis- 
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tricts could be used for the development 
of local master plans under the City 
Planning Commission, such as those al- 
ready promulgated for the civic center 
areas of Manhattan and Brooklyn, and 
for the local administration of all or 
most of the decentralized functions of 
local government, including schools, lib- 
raries, police, fire, health and welfare. 
Each district could have a civic center, 


in which most or all of these functions — 


would eventually be housed, and in 
which there would be a local office for 
governmental information and com- 
plaints. 


This plan was developed by the Citi- 
zens Union several years ago* and ex- 
panded in a proposal circulated for pub- 
lic discussion by the City Planning De- 
partment in December 1950. It would 
provide a local administrative cabinet 
of officials all serving the same area and 
the same group of residents, stimulate 
the formation and co-operation of civic 


*“The Citizens Union Program for Com- 
munity Planning,” The Searchlight, July. 


groups within the same areas, and bring 
the people much closer to their city gov- 
ernment than most of them can ever 
feel in the present sprawling, imper- 
sonal metropolis. 

Taken with the creation of local im- 
provement boards to be elected from 
the same districts, this plan of commu- 
nity districts should more than compen- 
sate for the loss of the present kind of 
Borough Presidents’ office in the adop- 
tion of the manager plan and for the 
loss of locality representation in the 
City Council as an incident to the adop- 
tion of proportional representation. 

* * * 

The plans roughly sketched in this 
memorandum seem to me to offer con- 
siderably more both in efficiency and in 
democracy than those recommended in 
this Committee’s Report, but it may take 
some years to bring them about. Mean- 
while, most of the Committee’s plans 
should be pushed with enthusiasm for 
immediate adoption as the next big step. 


GEORGE H. HALLETT, JR. 
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